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OHAKLBS M. SCHWAB. 4131 

FIFTY-EIGHTH DAY 

Empire Building, 

71 Beoadway, New York City. 

Monday, May 19, 1913. 
Before Special Examiner Henry P. Brown. 

Present on behalf of tlie United States, Mr. Dickinson and 
Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabxjry, Me. 
Severance and Mb. Bolling. 

Mr. Lindabuey : By consent of counsel for the Government, 
Mr. Farrell is withdrawn in order to permit the examination 
of Mr. Schwab, who is about to go abroad. 

CHARLES M. SCHWAB 

was called as a witness on behalf of the Defendants, and being 
first duly sworn, testified as follows: 

DIRECT EXAMINATION. 

By Mr. Lindabury : 

Q. Mr. Schwab, what has been and is now your connection 
with the steel industry in this country? 

A. My first connection with the Steel industry was in 1880, 
in a minor capacity, at the Edgar Thomson Steel Works of the 
Carnegie Steel Company, in the engineer corps for a matter 
of a few years, ultimately became chief engineer of the com- 
pany and later on was appointed as engineer and general 
superintendent to the building of the Homestead Steel Works, 
after which I remained as manager for three years. Then I be- 
came manager of the Edgar Thomson Steel Works, upon the 
death of Captain William R. Jones, who was the chief man in 
the Carnegie Company, where I continued for several years 
longer. Again I took the Homestead Works, as general man- 
ager in conjunction with the B'raddock Works, and finally as 
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president of the Carnegie Steel Company for several. years; 
and after that president of the United States Steel_ Corpora- 
tion until 1903 or 1904, I am not sure which; at which tune I 
retired for a year or so, on account of bad health, and then 
bought the Bethlehem Steel Company with which interest I 
have been identified since as chief owner and president of 
the Bethlehem corporation at this time. 

Q. What is the business of the Bethlehem Corporation? 

A. Today we are in the general line of steel manufacture. 

Q. I only meant to ask you generally. 

A. Yes ; in the general line of steel manufacture. 

Q. And your plant is located where ? 

A. At Bethlehem, Pennsylvania. 

Q. I understand that you were president of the Carnegie 
Company up to the time that it was purchased by the United 
States Steel Corporation? 

A. I was. 

Q. And then immediately became president of the United 
States Steel Corporation? 

A. I did. 

Q. What was the first attempt or effort made by the Car- 
negie partners or any of them to sell the Carnegie properties? 

A. My first recollection was an attempt which was made 
by Mr. Frick, who was then, I think, the Chairman of the com- 
pany, to sell this property, as I understood it, although I had 
no connection with the transaction other than through Mr. 
Frick, to the Standard Oil interests, represented by Mr. 
Henry Eogers. 

Q. What year was that? 

A. I think that was about 1897. 

Q. At that time was the Carnegie Company incorporated 
or was it a co-partnership? 

A. It was a co-partnership. 

Q. When was it first incorporated? 

A. I cannot give you the exact date from memory, but it 
was immediately after the expiration of the Moore option, the 
so-called second option, the second attempt to sell. 

Q. For about what length of time was it an incorporated 
company before the Steel Corporation bought it? 

A. About two years, I think. 
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Q. Something like that? 

A. Yes. 

Q. Do yon know whether or not when Mr. Frick made this 
attempt to sell to the Standard Oil interests, he had the assent 
of his copartners ? 

A. He had. 

Q. And that, of course, failed? 

A. That failed. 

Q. And when was the next attempt, if there was a second 
attempt, made to sell? 

A. The second attempt to sell was an option that Mr. Frick 
secured from Mr. Carnegie and the other partners, and was 
given to Judge Moore, I think about a year later. 

Q. It is stated in the petition in this case that that option 
was for $160,000,000, and covered all interests. Do you know 
what the fact is about that? 

A. My recollection is that the option was given for $320,- 
000,000. That is the figure that I have in my mind. My best 
recollection is that the option was for $320,000,000. 

Q. Do you know whether Mr. Carnegie gave a separate 
option covering his interest? 

A. I have no knowledge of that. 

Q. Do you know whether or not all the partners, in some 
way or other, assented to the option or joined verbally or 
otherwise in it? 

A. They did. 

Q. Did you yourself? 

A. I did. 

Q. Do you remember what of them, besides Mr. Carnegie, 
gave written options? 

A. I do not know. I do not recall whether there were 
any written options or verbal options given at that time by 
any onq. 

Q. But you do know that all were in accord with the scheme 
of selling out? 

A. I do. 

Q. That also failed, I take it? 

A. That failed. 

Q. Do you remember a dinner being given to you some 
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time after tliat in New York by Edward Simmons and an- 
other gentleman? 

A. I do. 

Q. Who was the other gentleman? 

A. Mr, Charles Stuart Smith. 

Q. What were their relations to Mr. Carnegie? 

A. I have no knowledge, other than that I knew they were 
personal friends of Mr. Carnegie, rather than business friends. 

Q. Mr. Carnegie was then living in New York. 

A. In New York, yes. 

Q. And those gentlemen, of course, were New Yorkers, 
as we all know? 

A. They were. 

Q. And when was the dinner given, and where? 

A. I can not give you the date from memory. The dinner 
was given at the University Club in New York; about 1899, 
I think. 

Q. Toward the end of that year? 

A. I think so ; in the fall. 

Q. Be the date as it may, a dinner was given to you and 
you attended? 

A. I did. 

Q. Were there many other gentlemen there? 

A. There were about eighty gentlemen present at the din- 
ner, representative of most of the New York financial and 
business interests. 

Q. Were you called upon on that occcasion to make a 
speech? 
A. I was. 

Q. And did you do it? 
A. I did. 

Q. Was Mr. Morgan there? 
A. He was. 

Q. By Mr. Morgan, I mean J. Pierpont Morgan. 
A. Yes. 

Q. Where was he placed with reference to you? 
A. He sat next to me. 

Q. What did you talk about on that occasion? 
A. I talked about the advantages that might be derived 
from doing a manufacturing business on a larger scale than 



CHARLES M. SCHWAB. 4135 

had then been attempted, and that we had undertaken in the 
manufactnring lines up to that time, all our endeavors up to 
that time had been to perfect methods of manufacture. By 
that I mean metallurgical and economical methods. By econo- 
mies I mean that I believed that we had then reached the 
limit, or very nearly so, at which economies from a metallurgi- 
cal or mechanical standpoint could be made effective, and I 
believed that the next great step in economical manufacture 
was to so regulate the business and plants of the business 
in manufacturing on a larger scale than had ever been at- 
tempted heretofore; that instead, as was then the practice, 
of having one mill to make ten or twenty or fifty products, 
the greatest economy would result from having one mill make 
one product and make that product continuously. The history 
of manufacture has shown that any line that specializes in 
any direction obtains the best economical results, and I be- 
lieved that the various lines of steel should be so specialized ; 
that it was not possible for any one company then to do 
that at once, but I also believed that great economies would 
result from locating mills at the point of consumption, by 
which the cost of transporting the finished material to the 
point of consumption would in many cases be reduced or saved. 
I also pointed out that I believed that great economic results 
would follow from our being able to manage these concerns 
in a manner that would stimulate the most effective effort in 
the management of the different concerns. As illustrating 
that point — ^if I may digress a little, I should like to point 
out 

Mr. Diokinson : Are you stating what you said? 

The Witness: No; do you want me to tell what I said? 

Mr. Dickinson : Yes. 

The Wi'Tnesb : Very good ; I will continue. 

By Me. Lindabury : 

Q. I will come to that later ou. Just now your speech. 

A. Yes; I went on to say that one of the most effective 
things would be our ability, as I said before, to stimulate the 
various managements. Secondly, or thirdly, I felt that the 
great export business of this country in iron and steel could 
only be done in that way. I felt, furthermore, that great 
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economies would result in all these general items of expense 
wMcli are met in the manufacture of iron and steel, on account 
of selling, traveling, office expenses, and all the general items 
that each individual concern with an individual line had to 
cover with a full organization. That could be covered by one 
such organization, and I felt that much economy would result 
in that direction, and indeed the whole line of my talk that 
evening was intended to show that the next great economic 
step to be made in the manufacture of steel, or indeed any 
business in general — I did not confine myself entirely to the 
steel business — directly to the steel business, but in general, 
that the great economic result to be next obtained in manu- 
facture was by the adoption of these methods, and then I 
made that appHcation generally to the steel industry. 

Q. In what way? 

A. Well, I pointed out for example the attempt that had 
been made to manufacture steel cars, that a few companies 
throughout the United States who were engaged in the manu- 
facture of bridges and other fabricated materials were at- 
tempting to manufacture steel cars ; that that could never be 
successful; that the only way it could be successful was for 
some one works to devote itself exclusively to the manufacture 
of steel cars, and one kind of steel ears ; that if different kinds 
of steel cars had to be made, like passenger cars, for example, 
as being different from freight cars, two separate works, as 
following out this general line of policy, would have to be 
built and so operated. I then pointed out for example struct- 
ural steels. In those days a structural mill would probably 
make six different sizes of beams and channels and angles; 
by my plan a mill would be built that would roll on angles 
exclusively, and a mill would then be built that would roll on 
beams exclusively, and that the finished material, and so forth, 
of these miUs, being adapted for that special thing, would be 
better and cheaper. 

Those were illustrations that I used that evening. I do 
not recall at this moment any others. 

Q. Did you discuss the advisability, if not necessity, under 
your theory, of a concern owning these different plants and 
manufacturing all lines of steel, either in connection with for- 
eign trade or otherwise? 



OHAKLES M. SCHWAB. 4137 

A. I did not mention it at that dinner. It was not dis- 
cussed there. 

Q. Did you have any conversation on the subject with Mr. 
Morgan after dinner? 

A. I did, immediately after. 

Q. How came that about ? 

A. Well, Mr. Morgan listened with interest, and then asked 
me to sit down and talk with him a few minutes. The dinner 
was short, and we sat in a corner and talked for some time 
at more length and with more amplification upon this subject. 

Q. Did Mr. Morgan ask you questions about it? 

A. A great many. 

Q. Did you hear from Mr. Morgan on the subject directly 
or indirectly later? 

A. I did shortly after; I had a, telephone call from Mr. 
Grates, John "W. Grates, who asked me if I would meet Mr. 
Morgan and discuss the subject further. I did meet Mr. 
Morgan. 

Q. Where? 

A. In New York City, at his residence. 

Q. Where were you living then? 

A. Pittsburgh. 

Q. And you came over for such an interview? 

A. I did. 

Q. Do you remember the day of the week? 

A. It was either Saturday or Sunday, I am hot sure which. 

Q. Who was present? 

A. Well, there were Mr. Morgan, Mr. Gates and Mr. 
Eiobert Bacon and myself. I do not remember any others. 

Q. How long was the interview? 

A. It was quite some hours. My recollection is that it was 
from early evening, eight or nine o'clock or eight o'clock in 
the evening to two or three in the morning. 

Q. What transpired at that interview? 

A. This' whole subject was then gone into with much more 
detail, and the theories which I then advocated were amplified 
with reference to their application to the steel industry; and 
I pointed out at that interview to Mr. Morgan in great detail 
the economies and advantages that would result under those 
theories from their application to the steel industry. 
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Q. Was there any suggestion then or aiseussion with re- 
gard to the advisability of a large corporation with facilities 
for manufacturing on all lines 1 

A. There was ; that was the chief discussion of the evening. 

Q. Can you go into that a little fuller? 

A. Yes. I pointed out to Mr. Morgan — 

Mr. Dickin-son: One moment; I object to what passed be- 
tween him and Mr. Morgan and Mr. Bacon on that occasion 
as incompetent and irrelevant. 

Mk. Lindabtjry : You may proceed. 

The WiTiTESs : I told Mr. Morgan that if the steel industry 
of this country were to start anew, that if there were no steel 
plants here, what I should advocate and build was such a plant 
as I have described heretofore; but that in view of the fact 
that the most of these things did exist, perhaps not in an 
ideal way or ideal location, that a new plant would be made 
possible, and that in view of the fact that they did exist and 
that they could be made ultimately to conform to this theory, 
I believed that the then existing steel plants which I pointed 
out to him could be formed into one company which would 
ultimately accomplish all the results which I had outlined. 

That was discussed at some length. The companies were 
mentioned that I thought would accomplish these results. 
They did not, by any means, embrace all the companies in the 
United States, but those which I thought would effectively 
make such an organization as was outlined. 

Q. Were they such as to cover all the branches of the 
industry? 

A. They were. 

Q. And what was your discussion with him with regard to 
the foreign situation? 

Me. Dickinson: It is understood that my exception con- 
tinues, without my repeating it? 

Mr. Lindabhrt: Yes; to conversations with Mr. Morgan. 

Mr. Dickinson : Yes, as incompetent and irrelevant. 

The Witness: With reference to the foreign situation, I 
pointed out to him that up to that time our business, the steel 
business in general, had been nominal with reference to ex- 
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port business ; and that, in my opinion, it could only be made 
profitable and possible by such an organization; that no com- 
pany selling an individual line, a single line, or one or two 
lines, could hope to successfully compete for foreign business, 
where they were not prepared to furnish the customer every 
line that he might require for a structure or a business ; and 
that half a dozen or a dozen individual companies could not 
afford the expense or the organization or secure the talent 
necessary to make a successful export business, while such a 
company as I outlined could. 

Q. As a matter of fact, had any of the companies that you 
named, or with which you were acquainted engaged in foreign 
business or export business? 

A. We had made spasmodic attempts at it. In dull times, 
when business could not be secured at home, we would make 
attempts at foreign business, by going in and making an un- 
usual price ; which was the only way that any foreign business 
could be secured then, inasmuch as we had not an established 
business, or business connection, and therefore customers 
were not inclined to buy from a firm who could only furnish 
them occasionally. 

What was necessary for a foreign business was a firm that 
was always in the market and that would always be prepared 
to furnish the steel, and that had an organization that could 
be depended upon ; and by such method that we would not have 
to make the sacrifice in price that we did have to make when 
we made a spasmodic effort to sell. 

Q. Did you mention the facilities that such a corporation 
as you described would need to possess? 

A. I did; and I may say that I enlarged, and perhaps 
made a more strenuous talk to Mr. Morgan upon the subject 
of export and our ability to export, and foreign business in 
foreign markets, than any other, excepting only the economic 
advantages to be derived. 

Q. And among the economic advantages, did you discuss 
the question of owning the raw materials, back to the ore? 

A. If I may take these conversations in detail? 

Q. Yes ; suppose you do. 

A. With reference to the ore, I pointed out to Mr. Morgan 
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how advantageous it would be, for example, for one mine to 
mine all it could, regardless of what furnaces or product it 
was to go to, and have that ore then distributed by an expert 
between these 100 furnaces that would then operate ; instead 
of five or six, by which the mine could run continuously, and 
run at a given amount and under the most economical condi- 
tions, regardless of how the ore was to be distributed; be- 
cause when a firm owned five or six furnaces, it was a ques- 
tion of how much of each kind of ore from each mine they 
could use, but when a firm owned 100 furnaces, the question 
of distributing the ore from each individual mine to that fur- 
nace became a simple and effective one; and that that would 
be of great advantage, from a mining point of view. The 
fact that one mine contained ore of a high percentage of 
phosphorus might make it possible in an individual concern 
to only run it half the year; while if the product from that 
mine was to be distributed to 100 furnaces, the additional 
amount of high phosphorus would be so little as to be no dis- 
advantage, and therefore that mine could run continuously. 
With reference to the handling of the ore from the mines 
to the docks, in the days of individual ownership it was 
exceedingly difficult at the docks and on the railroads to 
keep the ores for the different firms and from the different 
mines separated and shipped as they desired to handle it 
upon their boats ; whereas, with this large ownership of works, 
it was possible to ship the ore to the various docks as fast 
as it came down, without any of the expense from delay. The 
ships, instead of waiting at the docks until their special load 
of ore could come around and take the ore, they would come 
into port and depart ten hours later, instead of three or four 
days later; because the ore was always there ready to load 
on the ships. There is nothing in shipping that costs more 
than delay in discharge and loading; and therefore that very 
great economy was accompHshed at once. I think the rec- 
ords of the ships will show today that a very small fraction 
of the time was consumed in handling the materials at ter- 
minals, as compared with what it was in times of individual 
ownership. So I went through, from ore mines, railroads and 
shipping, to the handling of material, right down to the fin- 
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ished material, which was the same thing as I have described 
before, with reference to individual efforts. 

Q. Did you or not speak of the advantages of a com- 
pany owning its ore and its furnaces and its rolling mills and 
finishing mills'? 

A. Up to 1892 there was a very wide belief 

Me.. Dickinson-: I do no think you are answering the 
question, Mr. Schwab. 

The Witness : I ana going to. I told him— I will put it 
that way — that up to 1892 there was a very strong feeling 
that manufacturing companies should not own ore; but tha,t 
had then changed. The Carnegie Company was gradually 
acquiring ore wherever it could, and to my mind the success- 
ful manufacture was only possible where every single step 
in the line of manufacture was carried out by some one con- 
cern; and that for the greatest economy, for the greatest de- 
velopment of the business ; it was an absolute necessity. 

Q. "Was anything said at that interview with respect to 
the willingness of the Carnegie stockholders to sell the Car- 
negie properties? 

A. I told Mr. Morgan that at that time I had not talked 
to Mr. Carnegie about it, but in view of his previous willing- 
ness to sell, that I believed I could secure his consent so to do. 

Q. What did Mr. Morgan say to all these matters, or to 
any of them? 

A. Mr. Morgan was very much interested, and said to 
me that if I could secure a price from Mr. Carnegie, that he 
would undertake the formation of such a company; that he 
would undertake the business; that is the way lie said it. 

Q. When did you see Mr. Morgan again? 

A. According to my recollection, it was two or three day 
ihereafter. : ' ' ; 

Q. Did you take him a price from Mr. Carnegie? 

A. I did. 

Q. In what form? 

A. My recollection is that Mr. Carnegie' r^lfused, at that 
time, to give me again a written option ; but that we did talk 
it over in great detail, and during such conversation we had 
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a pencil memorandum — not a memorandum, but really fig- 
ures that were written down on paper during our conversa- 
tion. I do not suppose it was intended that I should use that 
paper or present it, but it was done, and that, to the best 
of my knowledge, is what I had when I next called on Mr. 
Morgan about it. 

Q. In whose handwriting were those figures? 

A. I think in his handwriting and mine. 

Mb. Dickinson: In whose handwriting? 

The Witness: In Mr. Carnegie's handwriting. 

By Mk. Lindabury: 

Q. Where did you see Mr. Morgan? 

A. At his office. 

Q. And you gave him the figures? 

A. I gave him these figures. 

Q. You knew of Mr. Morgan's connection with the Fed- 
eral Steel Company, I suppose, at the time? 

A. Oh, yes ; I did. 

Q. He was a director, was he not? 

A. Yes; I think so. 

Q. And do you remember what those figures were? 

A. That I gave to Mr. Morgan? 

Q. Yes. 

A. The figures were as to the price that the Carnegie 
Steel Company was to receive for their property, and it was 
to be based on the bonds being retired for bonds of the new 
company, which was to be a first mortgage, or at least a col- 
lateral first mortgage upon all the other concerns. 

Q. Perhaps we may shorten this if you will tell us whe- 
ther or not the terms then offered on that memorandimi were 
the ones that were afterwards accepted and carried out? 

A. They were. 

Q. And you gave those to Mr. Morgan at his office? 
A. I did. 

Q. Did you have any further talk with him at that time 
that you can recall? 

A. We had quite some talk upon the general subjects out- 
lined before, and I was consulted with reference to the other 
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concerns. I had nothing to do with the negotiations for the 
other concerns. 

Q. Who consulted you? Mr. Morgan? 

A. Yes ; Mr. Morgan and Mr. Bacon. 

Q. Asking questions about what? 

A. A great many questions relative to the other concerns, 
the various concerns. 

Q. As to their character and business? 

A. As to their character and business, and what changes 
would be made and how they would be operated, and so forth. 

Q. Was there in any of that conversation any question of 
obtaining all the steel plants or acquiring a monopoly or any- 
thing of that kind? 

Mr. Dickinson: That is objected to as irrelevant and in- 
competent. 

The Witness: There was considerable discussion about 
the acquisition of other plants. I advised Mr. Morgan against 
it, because the other plants added nothing to the efficiency of 
the one I proposed. For example, plants like Jones & Laugh- 
lin, the Pennsylvania Steel Company, the Cambria, were 
discussed, but I said "no; they are in practically the same 
lines as the Carnegie Company, and they add no efficiency to 
this organization." 

Q. At this time did the Federal have finishing mills? 

A. They did. 

Q. A sufficient number of them? 

A. They had a sufficient number in their own lines. 

Q. What were they lacking? 

A. The Federal did not make tubes; they did not make 
sheets ; they did not make plates to any extent, and among the 
things needed there were few that the Carnegie Company 
made other than rails tha,t the Federal Company made; and 
as to the Tube Company the Carnegie at that time did not 
make tubes^ nor did they make wire, which the wire company 
made. Indeed, the addition of these plants, the general whole, 
was the addition of the lines that the Carnegie or the Federal 
did not have. 

Q. Did either the Carnegie or the Federal have a com- 
plete line of finishing mills? 
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A. No steel company had. 

Q. None of them had? 

A. None of them had; not nearly a complete line, 

Q. Which companies were there that you talked about as 
being capable of making up a complete line? 

A. There was the Carnegie and the Federal And the Na- 
tional; and then there was the Wire, the Tube, the Bridge and 
the Sheet and the Hoop Company, all of whom made iheyr in- 
dividual lines ; and the Tin Plate Company also ; I overlooked 
them. 

Q. As to the business of these companies, where was the 
business of the Federal principally done? 

A, Mostly in the middle west. 

Q. And the Carnegie? 

A. When I say the middle west, I mean Chicago and west. 
The Carnegie, from Chicago east. 

Q. And you say that those two companies madft few articles 
except rails of the same character? 

A. Rails 

Me. Dickinson: Did he say that? 

Mk. Lindabxtry : Strike that out, if there is any doubt about 
it. I understood that he did. I will ask it anew. 

By Mr. Lindabxjrt: 

Q. What articles did they make in common? 

A. They made rails. They made blooms and billets. You 
asked what they made in common. They made blooms and 
billets that were supplied to other finishing companies, which 
"they did not finish themselves. Then the Carnegie Company 
made a few, a very small percentage of merchant bars, and so 
did the Federal Steel Company. 

Q. In what territories respectively did they sell their pro- 
ducts chiefly? 

A. As I said, the Federal sold mostly in a circle of which 
Chicago would be the center. The Carnegie sold theirs in a 
circle of which Pittsburgh would be the center. 

Q. What was the difficulty in trading over an extensive 
territory? 

A. If the Carnegie shipped west of Chicago, of course they 
made a very great sacrifice in freights; and if the Federal 
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shipped east of Pittsburgh, of course they made a very great 
sacrifice in freights. 

Q. And in the matter of selling rails, were there any other 
circumstances that affected the market? 

A. Eails is a commodity that seems to be distinct from 
any other steel commodity, in as much as rails will always be 
bought by the railroads contiguous to the plants that manu- 
facture them, and almost regardless of the price. In other 
words, I may illustrate that point by saying that to me it 
would be a most unbusinesslike thing if the Lehigh Valley or 
the Reading Road contiguous to my plant at Bethlehem should 
buy their rails from any other concern that they do not serve. 
In other words, the freight that I give these railroads, by 
reciprocal business would make it necessary for them in any 
business decency at all to give me their rails, being a plant on 
their lines ; therefore rails, as a rule, regardless of price, have 
been made by the various rail mills in almost uniform percent- 
ages, because the tonnage of rails is fixed by the requirement 
of the roads contiguous to the mills which manufacture the 
rails. Is that the question you wanted answered? 

Q. In that respect, therefore, the rail business is peculiar? 

A. Yes. 

Q. Different from others ? 

A. Yes, exactly so. May I give another illustration? At 
one of my works at Bethlehem I built a little mill to make not 
over 200,000 tons a year, which is not the most economical ton- 
nage to make, but which I felt was the only amount that would 
be required by the roads that are contiguous to the Bethlehem. 
There are larger rail mills, like the one at the Lackawanna 
and the Pennsylvania Steel Company, and at Harrisburg and 
Sparrows Point, all too near the center, so that no matter 
what I did I could not sell more than that amount of rails ; 
therefore I built a mill with that tonnage in view; while the 
mill at Gary was built to make a couple of thousand tons a 
day, but of course the roads contiguous to Chicago and the 
Gary works are much larger. 

Q. What rail mills were there in the West when the Gary 
plant was built? 

■ A. There was South Chicago, the Illinois Steel Company, 
and the Colorado Fuel & Iron. 
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Q. Where was that? 

A. At Pueblo ; and the Lackawanna at Buffalo, and Edgar 
Thomson at Pittsburgh. 

Q. You would hardly call Buffalo west, would you? 

A. We speak of it as the west in this part of the east. It 
is west of Bethlehem. 

Q. When were you elected President of the United States 
Steel Corporation? 

A. On its formation; the date you have there. 

Q. You were the first president? 

A. I was the first president. 

Q. And continued president, as you have stated, until the 
fall of 1903? 

A. Until the fall of 1903. 

Q. What were your duties while president? 

A. Well, my especial duty was the operation of the plants, 
but I had general charge of all the business concerns. 

Q. Both manufacturing and selling? 

A. I had, yes. 

Q. Did you also serve on one of the committees ? 

A. I served ex officio on both committees, finance and ex- 
ecutive. 

Q. State to what extent the economies that you referred 
to in your speech and in your conversations with Mr. Morgan 
were effected while you were president, and how and to what 
extent the policies outlined by you before the formation of the 
Steel Corporation were afterwards employed, and in particu- 
lar the means taken to cheapen production and extend foreign 
trade ? That is a large question, but you can carry it in mind? 

A. May I divide it up? 

Q. Yes, you may. 

A. With reference to the economies effected I desire to 
say that we immediately started out by calling together the 
officials of the various companies to discuss ways and means 
of carrying out these economies that I had previously dis- 
cussed, all of which were almost immediately put into oper- 
ative force. It would be difficult for me to give you definite 
figures as to the result of these economies, because it would 
mean a long compilation that I have not at my hand, except 
to say that I know that in every case, so far as I know, the 
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economies immediately obtained were greater than those which 
I had previously estimated. I recall one instance that is defi- 
nite and which I have cited many times in talking to manu- 
facturing people throughout the United States, and that was 
the question of our ability to make great economies in being 
able to show costs and records of individual works, to the 
management of other works. One of the officials that I ap- 
pointed in the Steel Corporation, one of the first officers, was 
Mr. Walker, William E. Walker, formerly general superin- 
tendent or general manager of the Federal Steel Works at 
Chicago. I got him to come to New York and institute a 
statistical bureau that would keep me advised of these econo- 
mies, and one of the things we did was to send to each blast 
furnace manager each month the cost of each one of the hun- 
dred companies in the Steel Corporation, or ninety, to be ac- 
curate, putting the best furnace at the top, with the name of 
the manager and the conditions, and the worst at the bottom, 
with the name of the manager and the conditions, for the edu- 
cation and stimulation of the other managers. The result of 
that was that the first year we made a saving in that depart- 
ment alone of approximately $4,000,000. Now, that is definite. 
To such an extent do I feel that such economies are possible 
that in recent years I have strongly advocated 

Mb. DicKiifrsoiN : I think that is quite apart from what was 
asked you. 

The Witness: Very well, I will leave that out. 

By Me. Lindaburt : 

Q. Now, as to the foreign business, you mentioned in the 
speech and in your discussion with Mr. Morgan the advan- 
tages that would arise in the development of the export busi- 
ness? 

A. Yes. 

Q. What if anything did you do to develop the export bus- 
iness 1 

A. With the export, just as with this statistical bureau, I 
brought Mr. Farrell on from Pittsburgh, who had had the 
most experience, and who we believed was the best man to 
develop this business, and put him in absolute charge of the 
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development of the export business along the lines of the 
theories previously advocated. 

Q. With what result? 

A. Well, statistics speak for themselves. I think in that 
time there was very little export, and I think in this last year 
it is more than 5,000,000 tons. 

Me. Dickinson": We except to what he states with regard 
to the last year, as being irrelevant. 

The Witio:ss: Well, if I am saying too much I want to 
take it out. 

Me. Dickinson : You are not saying too much for him, but 
you are saying some things we do not want. These exceptions 
are intended for the Court. They are not intended for any 
other purpose. 

By Me. Lindabuet : 

Q. Ton were starting to say or did say that it took about 
a year to get started? 

A. It did, from, a year to two years. 

Q. Was the export company organized before you left, 
the Export Products Company? 

A. I don't know; I don't remember. 

Q. You do not recall? 

A. No, I do not remember. 

Q. You know how the business was carried on in later 
years ? 

A. Yes, I do. 

Q. Have you observed the progress of the business since 
you left the company? 

A. Only from the statistics as published generally and 
from the reports of the Steel Corporation. 

Q. Do you happen to know whether any other concern 
has made any particular headway in the export business? 

A. To the best of my knowledge they have not. I know we 
have not. 

Q. Do you happen to know what percentage of the export 
business is now done by the Steel Corporation? 
A. I do not know. 
Q. Or its competitors? 
A. I do not know. 
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Q. You say they have not succeeded very well? 

A. No. 

Q. How have they gotten on in the domestic market? That 
is, what have you to say as to the development of the busi- 
nesses of the competitors of the Steel Corporation in the do- 
mestic market? 

A. They have developed very rapidly. 

Q. Are there any more in the business than there were 
at the time the Steel Corporation was formed? 

A. You mean more companies ? 

Q. Yes. 

A. There have been some small conlpanies added, but the 
companies then existing, I think, have developed very much 
more than new companies have been added. 

Q. Which of themi have notably developed? I suppose you 
might begin with the Bethlehem ; there is no objection to your 
doing it? 

A. The Bethlehem most of all, and indeed all the com- 
panies have developed very much. 

Q. Tell us about the Bethlehem ; from what to what, in its 
production or capacity? 

A. Six years ago the Bethlehem did a business of six 
millions, and last year we did a business of forty-four mill- 
ions. 

Q. How many men do you furnish employment to at 
Bethlehem? "^ 

A. About fifteen thousand. 

Q. How many did you six years ago? 

A. About three thousand to four thousand. 

Q. In what lines of manufacture is it engaged? 

A. First, our chief business is the manufacture of struc- 
tural steel of a special character that we introduced at Beth- 
lehem some five years ago, that has given us a very great 
lead and a very great advantage over all other structural 
steel manufacturers. 

Q. Is that manufactured and sold in competition with the 
Steel Corporation? 

A. It is. 

Q. Is that your leading line now? 
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A. That is our leading product now. Then we make rails, 
about 200,000 tons of rails per year. 

Q. Are they sold in this country? 

A, Sold to railroads immediately contiguous to the Beth- 
lehem works, as a rule. Of course there are exceptions to 
that. 

Q. Under the conditions you mentioned? 

A. Yes. 

Q. And they are hardly competitive, therefore, for that 
reason? 

A. No. 

Our next largest output is of course ordnance of all sorts, 
armament and ordnance, and then we make all kinds of spe- 
cial steels, tool steels, crucible steels, steel castings of all 
sorts, forgings of every possible description, drop forgings 
and engine forgings. Indeed our business is a very varied 
one, in specialties largely other than the lines named. 

Q. Do you compete with the products of the American 
Steel & Wire Company? 

A. No ; we do not make wire. 

Q. What other products of the subsidiaries of the Steel 
Corporation do you compete with besides structural? 

A. Structural and rails chiefly. I might also mention that 
we are also large builders of special machinery of all kinds. 
I had forgotten that as being of importance. 

Me. Dickinson : I would like to enter, without repeating 
it, Mr. Lindabury, an objection to the last question and an- 
swer. 

(By request of counsel the last question and answer were 
repeated.) 

Me. Dickinson: That is excepted to as a reference to a 
time subsequent to the fiKng of the petition in this case, and 
I would like to enter, without repeating it, the general ob- 
jection that I made to Mr. Farrell's testimony, as to irrele- 
vancy and incompetency in the testimony as to existing con- 
ditions, after the filing of the petition. 

Me. Seveeance : We entered an agreement that that might 
stand to all testimony in the case. 
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Me. Lindabury: It will be understood tliat we are pro- 
ducing and offering testimony as to present conditions, and 
your present objection wiU stand to all such testimony when- 
ever offered and by whatever witness. 

Mk. Dickinson: Not merely as to the present, but any 
other conditions since the filing of the petition, without re- 
peating the objection? 

Mk. Lindabury: Yes. 

By Mb,. Likdabuby : 

Q. Has there been any change in this competitive situa- 
tion since October, 1911, a year and a half ago 1 That is, was 
the character of your product the same then as now? 

A. It was. 

Q. Except that it is more in size now? 

A. Yes; it is. 

Q. What about Jones & Laughlin ; are they competing with 
the subsidiaries of the Steel Corporation in steel products? 

A. To the best of my knowledge they are in certain lines. 

Q. Do you remember any particular ones? 

A. Well, they make structural steels ; they make merchant 
bars. I suppose that is probably their largest line. 

Q. Do you know whether their business has increased or 
fallen off? 

A. I only know in a general way from conversations with 
other managements and owners, and from their published re- 
ports, that their business has very largely increased. 

Q. Have they built a new plant? 

A. Yes; the steel business throughout the United States 
has increased very much this last ten years. 

Q. I think you mentioned the Cambria and the Pennsyl- 
vania Steel, and Jones & Laughlin and the Bethlehem as com- 
petitors. What other principal competitors are there of the 
Steel Corporation? 

A. There is the Lackawanna, located at Buffalo, and the 
Youngstown Sheet & Tube Company. There are a great 
many. 

Q. And the Republic Steel Company? 

A. Yes, and the Inland and the La Belle, and a great many; 
I could not mention them all. 

Q. All flourishing, generally? 
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A. So far as I know. 

Q. What was the policy of the Steel Corporation while you 
were president, and what has its policy been since, so far as 
you have observed, with reference to the maintenance of 
wages, the treatment of its competitors, and the having of 
an open and uniform price to all customers ! 

Me. Dickinsox : "We except to that as irrelevant and in- 
competent. 

The Witness : Taking the first question, with reference to 
their attitude in regard to wages, I desire to say that from 
the first it was felt that this great corporation should treat 
with and towards labor in the most liberal manner, and so far 
as I know at no time during my presidency of the concern was 
there any attempt made to do anything else than to better the 
earnings, so far as consistent with good business, and to pay 
the best wages that were going, the best wages prevailing, and 
to treat labor in the best possible manner. There were some 
reasons for that. One of them was that we felt that this 
larger concern might be subject to public criticism for any 
step taken towards labor that was not favorable. As a result 
of that during my presidency there was not a year that the 
average earnings of its workmen did not increase. 

Another thing that it did was, at that time there existed 
in the steel business what I will call a certain class of labor 
that was unduly high, while there was another class that was 
unduly low, and it had been the practice for many years 
throughout the steel industry. One of the things that I en- 
deavored to correct at that time was the distribution of wages 
to make a better distribution of wages, that there should be 
Qo man paid unduly high wages, and that the lower class men 
should receive considerably more than they were receiving 
then. So that there is no question about the fact, in by mind, 
that the whole situation with regard to labor was vastly im- 
proved by the Steel Corporation, not only vastly improved 
by them, but the mark was set by which independent com- 
panies were obliged, to use a vulgar expression, to "follow 
suit". There was less tendency, in times of depression and 
slack business, to reduce wages. In fact I do not recall any 
reduction in that period of time. 
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Mr. Dickinson : What is the period of time you refer to ? 

The Witness : From 1900 to the end of my presidency. I 
will not speak of anything after that. That is what you asked 
me, is it not? 

By Me,. Lindabtjry : 

Q. I asked you "and afterwards" what has been their 
treatment so far as you know? 

A. To the best of my knowledge 

Mr. DickinsO'N : You must speak only of your own knowl- 
edge, not from hearsay. 

The Witness : In my knowledge, to my best knowledge ; I 
have been speaking with reference to my own and other work- 
men, that that has continued since; that there has been a 
gradual increase in the average earnings of our workmen from 
1900 to date. 

Mr. Dickinson : Just excuse me. I thought that question 
related to the Steel Corporation, did it not! 

Mr. Lindabitry : Yes. 

Mr. Dickinson; Now you are answering about your own 
workmen. 

Mr. Lindaeury : He said it spread from the Steel Corpora- 
tion to other works. 

Mr. Dickinson: But he is volunteering information that 
I do not think the question calls for. 

The Witness : The question is such a long one that I might 
have been mixed. 

Mr. Dickinson : Your answers are large. 

Mr. Severance: The subject is large. 

The Witness: With reference to the effect upon competi- 
tors f That was part of the question I believe. 

Mr. Lindabtjry: I will put another. 

Mr. Dickinson : Let us have the question read. 

(The. pending question was repeated by the stenographer.) 

Mr. Dickinson: You were asked about the policy of the 
Corporation, and you went on and answered something about 
your own. 

The Witness : With regard to the policy of the Steel Cor- 
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poration toward its competitors do you want me to answer 
that, in relation to the time I was president? 

Mb. Dickinson: That is objected to as irrelevant and in- 
competent. 

By Mr. Lindabuey : 

Q. Not only then, but since, so far as you have observed it 
since, from the outside, and having been yourself a com- 
petitor. 

A. In the beginning of the Steel Corporation, during my 
presidency, the policy of the Corporation towards its com- 
petitors was not one of endeavoring to hurt, not one of en- 
deavoring to stifle or to destroy, but the policy of naming a 
price for our products not only to our customers, but openly 
through the trade journals, if you will, because I used to give 
it to the Iron Age and the Iron Trade Review each week, and 
the sticking to these prices throughout the trade ; there prob- 
ably were exceptions of a minor character to very large con- 
sumers, but as a rule during my presidency of the Corporation 
the prices of its products were fLxed and published, and they 
were what were charged the customers. Is that clear? 

Q. Tou say you gave these prices to the public, as a rule, 
once a week? 

A. I did. 

Q. To the trade journals? 

A. To the Iron Trade Review and the Iron Age. 

Q. Are they the principal trade journals in the steel in- 
dustry? 

A. They are the principal trade journals. 

Q. What has been the practice of the Corporation in those 
respects or along those lines since you left the presidency, as 
you have observed it, from the point of view of a competitor? 

A. So far as I know, from the point of view of a competi- 
tor they have adopted since that time practically the sam.e 
policy. 

Q. Have you ever known of the Steel Corporation to have 
a pubUshed price and a secret price differing from the public 
one? 

A. So far as I am concerned personally I do not know 
of any. 
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Q. Have you ever known or heard of a ease where the Cor- 
poration has sold at a less price in a particular market, to 
drive out a competitor? 

A. Never. 

Q. Or has sought to obtain a customer of a competitor by- 
secret rebates or departures from these open pubhshed prices? 

A. I have never heard of such a thing. 

Q. Either while you were president or since you have been 
a competitor? 

A. Never. 
Q. How has the practice of the Steel Corporation in those 
respects compared with the practice of the steel manufactur- 
ers in the olden days? 

A. Well, in the olden days when I was president of the 
Carnegie Company, what was then known as the Carnegie 
method of doing business was rather the opposite of this. We 
did everything that we could to secure all the business we 
could secure, regardless of the price at which we secured it, 
or regardless of the conditions under which we secured it, so 
long as they were honest. 

Q. And how about with regard to the competitor, did yoii 
disregard him? 

A. It was pretty hard on the competitor at times, but that 
was our policy, and one that it was very difficult to break 
away from, I do not mind saying. 

Q. And that took some time? 

A. Oh, it was not easily done. 

Q. What, if any, knowledge had you while you were presi- 
dent, of the existence of the Jackson wire pools, or the con- 
nection of the American Steel & Wire Company with the 
same ? 

A. I have no knowledge whatever of that. I had a call 
from Mr. Jackson ; I cannot give you the date, but it was in 
the early days of the Steel Corporation. That was the only 
time I ever met Mr. Jackson; .he called to see me and ex- 
plained to me his method proposed for such a pool. I did 
not think well of it, and I told him I did not think well of it, 
did not approve of it, and never heard anything of it after 

or since. 

Q. To what extent did pools exist in the early days of the 
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industry, before the Steel Corporation was formed, if you can 
set limits to them? 

A. No, I could not set a Umit, except to say that they 
existed in practically every branch of the business, and in 
every possible direction. Personally I did everything I could 
to lend my efforts to the formation of pools at that period, 
because I thought it was a profitable thing to do. 

Q. Were there any pools formed in which the subsidiaries 
of the Steel Corporation participated, so far as you know, 
during the time when you were president? 

A. I do not think so. 

Q. Tou know of none? 

A. No ; 1 think there were some holdovers, but even those 
I could not be definite and sure about, at that time ; the records 
will probably show. 

Q. Do you happen to remember any that held over? 

A. I do not remember distinctly, but I think probably 
structural steel and plates did. 

Q. During that hold over period, when you were laboring 
to get away from the old methods, did these pools operate on 
the old lines, or with modifications? 

A. Oh, there were modifications. 

Q. Did they have penalties in the old days ? 

A. They did. 

Q. And did they enforce them? 

A. They did in many instances ; in some they did not. 

Q. Were any penalties exacted during the latter period 
while this hold over situation existed? 

A. To the best of my recollection there were not. 

Mb. Dickinson: What period do you designate? 
Mb. Lindabtjby: The hold over period, to use his term. 
Mb. Dickinson : But you do not designate any time. 
Mb. Lindabitby : After the Steel Corporation was formed. 
Me. Dickinson: Tou mean the whole period, the later 
period after that time of the formation? 

Mb. Lindabtj-ey: Yes. 

By Mr. Lindabury: 

Q. Were any penalties exacted? 
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A. I will only speak from 1901 to the fall of 1903. 
Q. That is what I mean, and I am asking of course for 
your own knowledge, so far as you know. 

Me. Dickinson: You say there were none, or you do not 
know? 

The Witness: He asked me if there were any penalties 
exacted in any of the pools that held over from 1900 to 1903, 
and to the best of my knowledge I do not know of any. 

Mr. Dickinson: You were only answering of your own 
knowledge ? 

The Witness: To my best recollection and knowledge, 1 
do not know of any. 

Me. Lindabuey: I should suppose that is all he could an- 
swer for. 

Me. ColiTON : It might be hearsay. 

By Me. Lindabuey: 

Q. Do you know to what extent this uniformity of prices 
has been carried by the Steel Corporation, as, for instance, 
how their prices have compared with the prices of their com- 
petitors in dull times, and again in prosperous times'? 

A. I can only speak of that definitely with relation to 
recent times, when I have been a competitor. While I was 
president of the Steel Corporation I should say that our 
prices as a rule were somewhat above the other prices in de- 
pressed times, and below the other prices in prosperous -times. 
In other words, we endeavored to keep more uniform. That 
was in the earlier period, during my presidency of the Steel 
Corporation. 

Q. And later you knew about it? 

A. Yes; I do know that in the prosperous period just 
passed, the Steel Corporation have sold me material at a 
lesser price than I would be willing to sell it ; in other words, 
that their prices on structural material were less than mine 
to me. In other words, they have not endeavored to put the 
price high during the periods of scarcity in the steel busi- 
ness. ' ' "'■•t-:'V',:l "";'!*; 

Q. How did you tappen to be buying structural? 

A. Well, it happened that they had sold structural for 
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export that we were not able to sell, and bonght it from us 
to sell, our special lines of structural that they did not make. 

Mk. Dickinson: You say they bought it from you? 
The Witness: Yes. 

Mk. Dickinson : I thought you said you bought from them. 
The Witness : If I did, I made a mistake. 

By Mr. Lindabury: 

Q. You said the Steel Corporation sold to you at a less 
price than you would be willing to sell at. 

A. Well, I misstated that. I did not intend to say that. 
Je have been selling steel to the Steel Corporation. 

Q. And they sold it to the public at a less price than you 
would have sold it? 

A. Yes, to foreign countries. 

Q. Less than you would have sold it? 

A. Yes, exactly. 

Q. Do you know whether that price was their general 
price? You are not speaking of any exceptional sale. 

A. The point I want to illustrate is this, that during this 
year of prosperity 

Me. Dickinson: Which year? 

The Witness : The year just ended, we were quoting high- 
er prices for structural steel than the Steel Corporation was 
quoting on structural. 

By Mr. Lindabury: 

Q. Do you know how the price of other makers of struc- 
tural steel compared with theirs or yours? 

A. During the last year the price has been higher. 

Q. Higher than what? 

A. The Steel Corporation. In other words, they have en- 
deavored to make a — ^may I say, a more uniform price. They 
have not endeavored to exact premiums, as many of the in- 
dependents have, during the period when deliveries were diffi- 
cult to obtain. 

Q. What is the practice of exacting premiums that you 
have just alluded to? 

A. Well, independent manufacturers as a rule for quick 
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deliveries will take a certain amount of business at a price 
of $5 or even $10 a ton above the prevailing market price. 
That is what we call exacting premiums. 

Q. That is, during flush times? 

A. During prosperous times. 

Q. You say that this was the policy of the Corporation 
during your incumbency of the presidency? 

A. To keep uniform prices as far as possible. 

Q. Why? What was the theory on which that was done? 

A. The theory was that many smaller jdealers bought 
their steel from this Corporation ; that we did not want them 
to be speculators, nor did they want to be speculators, as it 
were, in the price of steel; that, as a rule, they were caught 
with big stocks when prices were high, and made heavy losses 
by reason of rapid reductions, and the inclination to over- 
buy when prices were low; and that if prices were kept nearly 
uniform, people buying steel would buy for their require- 
ments and not speculatively. 

Q. That was the policy when you were there, and the 
reason for it? 

A. It was. We endeavored to see that a man having 1,000 
tons of steel, or 10,000' tons in his warehouse, instead of 
buying steel at what he thought was a low price, could order 
it as he needed it, and that he would be taking no chances of 
losing or making by violent fluctuation in the price of steel. 

Q. Did the Steel Corporation apply that principle to all 
lines of production in this country? ' 

A. So far as I know, they did. 

Q. Whatever may have been the policy since, you have ob- 
served that the price has continued? 

A. As nearly as I can tell, that is true. 

Q. Take the price of steel rails. Do you remember when 
that went to $28 — Bessemer steel? 

A. Yes ; approximately. I can not give you the exact date. 

Q. What other kinds of rails were then made, and have 
been made since? 

A. The open hearth rail has come in since that time. 

Q. Do you happen to know in what proportion the open 
hearth rails are made now and sold now? 
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A. It would be a guess, but I should imagine that 75 per 
cent of them are open hearth. 

Q. Do you make both, or open hearth only? 

A. Only open hearth. 

Q. The Steel Corporation makes both? 

A. They make both, yes. 

Q. And other concerns make both, do they? 

A. Most concerns do. 

Q. Has the price of open hearth rails remained unchanged? 

A. It never has changed. 

Q. What do open hearth rails sell at? 

A. The base price is $30 for open hearth rails, and then 
there are always extras for special specifications, or changes 
from the ordinary. 

Q. Are many of them made in special specifications? 

A. Nearly all. 

Q. Then the price really varies because of the different 
specifications ? 

A. It does. 

Q. You get something more than 

Mr. Dickinson : One moment. Just ask what he gets, 

will you please? I object to counsel stating 

Mb. Lindabtjby : I will finish the question. 

By Mr. Lindaburt : 

Q. You get something more than $30, do you not, for some 
of your rails? 

A. $30 is the lowest price. 

Mr. Dickinson : I object to that as leading. 

By Mr. Lindabuhy : 

Q. What prices do you get for your open hearth rails? 
Grive us the range. 

A. $30 is the lowest price. 

Q. And the highest? 

A. I have made special rails as high as $50; but they con- 
tained nickel and chromium and alloys, the value of which 
was added to the rail. As a rule, however, for specifications, 
I do not believe more than $4 a ton would be added to the 
$30 for specially difficult specifications. 
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Q. Generally, then, they run between two figures that you 
can name 1 

A. Yes ; from $30 to $35 a ton. 

Q. According to the specifications? 

A. Exactly. 

Q. Is there any uniformity of specifications among the 
users of rails? 

A. No. Whatever the difference is, is usually arrived at 
by negotiation with the railroad. 

Q. I mean, do the different railroads usually specify a dif- 
ferent character of rail? 

A. They do. 

Q. Have any two of the leading railroads the same speci- 
fications ? 

A. That I am not able to answer. I do not know. 

Q. How do you account for this uniformity of price, $28 
for Bessemer rails, and $30 or near that for the open hearth 
rails ? 

A. The original price" of open hearth rails was made $2 a 
ton more than Bessemer because it cost $2 a ton more to make 
them. $38 was the established price for Bessemer rails for 
some years, and that was the price of Bessemer rails when I 
made the fiirst open hearth rail at Bethlehem. We made the 
first open hearth rail at Bethlehem, as a regular business. I 
added the extra cost to the price of the Bessemer rail, which 
was $2 a ton. I do not want to be misunderstood as saying 
that we made the first. The Tennessee Coal & Iron Company 
made a rail that some people at that time called an open 
hearth, but it was not; it was a duplex rail — ^Bessemer and 
open hearth. Bethlehem made the first straight open hearth 
rail, and we arrived at the price by adding $2 a ton to the 
cost of the Bessemer rail. 

Q. When did Bethlehem make this open hearth rail? 

A. About six years ago ; six or seven years ago, I have for- 
gotten exactly. 

Q. And you have been in the market with rails to sell since 
that time? 

A. Yes. 

Q. How many others have been making open hearth rails °! 
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A. Then we were followed by the Giarj Works, and indeed 
all the others are now making them. 

Q. All of the others? 

A. Yes. 

Q. Has there ever been any agreement between them dur- 
ing this time you have been mannf actnring open hearth rails — 
between you and your competitors or other steel makers as to 
the price of rails ? 

A. None whatever. 

Q. Then I return to the question as to how it has hap- 
pened that the price has been uniform, or nearly so. 

A. It is hke a good many other articles of steel. The price 
of rails, when fixed at $28 a ton, was regarded in the earlier 
days by steel manufacturers, along about 1900 and before 
that, as a fair price for rails. For the reasons that I have 
given you, that each mill is going to get its percentage of 
rails, regardless of what the price of those rails is, $28 was 
thought to be a fair price for rails, and there has been no 
inclination to reduce it. I have never had a railroad president 
or purchasing agent yet ask me to give him rails for less. It 
is a price that has been generally established as being right 
and fair. Personally I think it is too low for rails. At my 
works at Bethlehem I would not reduce five cents a ton, be- 
cause I do not think it is necessary — 

Me. Dickinson : We object to what you would do. 
The Witness : You want to ask how the price is fixed- 
Ms. Dickinson: But you are telling something that has 

no reference to that, and I object. You are saying what you 

would do at Bethlehem. 

The Witness: It seems to me that I can only show how 

the price is fixed by general custom. 

Me. Dickinson : You are going into what you would do at 

Bethlehem, which I object to. 

The Witness: I am stating what I had done. I said I 

would not reduce the price. 
Mr. Dickinson : We object. 
Me. Lindabtjet: The objection will go down on the record. 

I regard your answer as responsive. It is a question as to 

how you account for the unchanging price of rails. 
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The Witness : Yes. 

By Mr. Lindabtjby: 

Q. You may proceed. 

A. That is the reason, that I have given you — that we 
are going to get our orders for rails at any rate ; that $28 a 
ton has been by custom deemed a fair price for rails. There 
has never been any change during the last ten years in that 
price, and there is not likely to be any. 

Q. When you were interrupted by Judge Dickinson you 
were about to state that you would not change five cents, and 
then you were diverted. Please finish what you were going 
to say. 

A. I would not change five cents in the price of my rails, 
for two reasons : ' First, because it would not be any more 
likely to secure the business, which I am going to get, at any 
rate, and secondly, the railroads of my competitors would 
say, to the people in the west, for example, "Bethlehem is 
making these rails at less than the established and acknowl- 
edged price. You must do the same." The result would be 
an awkward situation for all. I think it is a wise and good 
provision in the business that standard articles like rails be 
maintained. 

Mr. DicKiJsrsQiN : I object. 

The Witness: You are asking why the price was main- 
tained — 

Mb. Dickinson t Yes, but opinions are not asked for. You 
are asked for facts, not opinions. I object to that, as being 
volunteered by the witness. 

Mr. Lindaburt: Mr. Schwab, of course Judge Dickinson 
has a right to object, but that is for the record. 

The Witness : I am really trying to give you the facts as 
I see them, regardless of whether they are— 

Mb. Lindabtjby: I know; to get into an argument with 
Judge Dickinson would be diverting— 

Mb. Dickinson : I think it is proper to remind the witness 
that facts are one thing and opinions are another. I object 
to that last answer of the witness as being volunteered. 

Mb. Lindabuby : Very well. I must object to either lectur- 
ing or scolding of the witness, or anything other than putting 
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on the record an objection. I will take the responsibility for 
the question and for the answer. 

By Me,. Lindabueiy : 

Q. Does it cost more or less to make steel rails today 
than it did ten years ago? 

A. It costs very much more. 
Q. I am speaking now of the period during which the 
price remained constant. 

A. Quite so ; and I am speaking of my own costs ; I am not 
speaking of anybody else's. 

Q. I am speaking of the period when they put in the base 
price ; when the base price has remained constant. You have 
shown that that only covers about 30 per cent. 

Mb. Colton : Did he say anything about 30 per cent? 

Me. Lindabtjry: Twenty-five per cent. He said the Bes- 
semer rails had sold at $28 a ton, and that to that price is 
added something for the open hearth, and under special speci- 
fications. 

By Mr. Lindabury: 

Q. I wish you would tell us what the cost of making steel 
rails today is. 

A. It depends a good deal — I can only speak of the cost of 
making rails in my own establishment today. 

Q. Can you point out any difference between the cost at 
your establishment, and, we will say, at Pittsburg or any other 
favorably located and well managed plant? 

A. If you will specify the plant. If you will say the dif- 
ference between Bethlehem and the Steel Corporation, I shall 
endeavor to point it out. 

Q. I will put it in that way, then. 

A. It costs me more to make rails at Bethlehem than it does 
the Steel Corporation, because I am not in all the lines of cost 
that enter into the making of a rail. For example, I do not 
transport my own ore. Naturally, I must allow a profit to 
the man who does transport that ore, which adds to my cost, j 
Take that as an illustration of why rails cost more to me. At i 
the same time, I do not have the investment in the cost of 
transportation tliat the Steel Corporation has. In other 
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words, rails can be made cheaply proportionately to the ex- 
tent to which you go into it, and the investment which you 
make for doing it. I could build a mill today, for example, for 
$1,000,000, that would make steel rails, but would make them 
uneconomically. Therefore rails will cost me more than the 
Steel Corporation, for the transportation, and reasons such 
as that, where I am not in the business. Rails will cost us 
today at Bethlehem an amount varying from month to month. 
No man can give the exact cost, because, as I say, it varies; 
but from $22 to $23 a ton. 

Q. What do you include in that costf 

A. Everything. 

Q. Overhead charges and all! 

A. No ; not overhead charges. 

Q. Merely mill costs'? ' 

A. Merely mill costs. 

Q. Nothing for interest on the investment! 

A. No interest on the investment ; mill costs. 

Q. How much should be added to cover the interest on 
investment and overhead charges — the things that a manufac- 
turer would have to count in, in fixing his price 1 

A. I will tell you in a moment. A dollar a ton, approx- 
imately. 

Q. Does the mill cost at Gary or Pittsburgh differ material- 
ly from the mill cost at Bethlehem? 

A. No. That was one of the points that I want to make,, 
that we had reached the limit of metallurgical and mechanical 
possibilities, and the costs throughout the United States, con- 
firming what I previously said — the cost in all mills throughout 
the United States is practically uniform. 

Q. Very well. Then the mill costs — to get down to a basis 
that we can understand — is everywhere now about what? 

A. Well, when I say mill costs, I mean costs above ma- 
terials. I shall try to make that clear, if I can. For example, 
if pig iron is worth $13 a ton, you may say that the mill cost 
of making an open hearth rail is $l'Oi in all mills, approximately 
$10 above the cost of pig iron. That is, the conversion cost. 

Q'. Yes. 

A. That is about the same in all mills, whether it be the- 
Steel Corporation or my own or any other mill today. 
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Q. What is tlie cost of pig iron today? 

A. That varies in different localities, dependent on the cost 
of transportation. Our cost of pig iron at Bethlehem today is 
$10 or $12 to $13. 

Q. What is it at Pittsburgh! 

A. I have not the knowledge. 

Q. You do not know? 

A. No. 

Q. About how has it run during the last two years? 

A. About the same, I should imagine. 

Q. Could you tell approximately the cost of pig iron at 
Pittsburgh? 

A. It would be a guess upon my part. 

Q. I see. Anyhow, $10 above the cost of pig iron? 

A. Yes; $10 above the cost of pig iron to make an open 
hearth rail. 

Q. To get at the total cost upon which a manufacturer 
must fix his price in order to ascertain his profit or loss, what 
has to be added — ^for instance, for depreciation; something, 
I suppose? 

A. Yes. In no accounting that I have ever seen in steel 
works do they fix an amoxmt per ton for depreciation. It is 
usually fixed on the entire investment and plant. 

Q. Grive us the items, without attempting to fix a percent- 
age to be added? 

A. The items in the cost of making rails? 

Q. The items that must be taken into account beyond the 
mill cost which you have given us. 

A. The mill cost includes everything but selling and over- 
head expenses. By overhead expenses I mean general man- 
agement, general office expenses, traveling expenses, tele- 
graphing, and all the things that might not be charged directly 
against the product. 

Q. Does it include depreciation? 

A. It does not include depreciation, or any interest that 
might be charged. 

Q: All those items are omitted? 

A. They are omitted in the cost which I give you. 

Q. Is the depreciation in a steel plant considerable or not? 
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A. It is very MeaVy. 

Q. Explain why. 

A. The changfeg in iMethods and processes have been 
so frequent as to make obsolete and useless practically new 
plants. For example^ the introduction of open hearth rails 
made ptactieally useless all Bessemer convei'ting plants for 
the making of rails. The Bessemer converter plant itself has 
been frequently changed within the last twenty years. That 
is an example of the progress in steel that has made deprecia- 
tion very heavy, because of the necessity for changes in 
process due to the introduction of new processes or new 
methods ; and especially is that true with respect to the gen- 
eral requirements of the public for higher grade steels in all 
lines, which made the introduction of new processes necessary, 
and therefore making useless the plants established for a dif- 
ferent process. So that depreciation in steel plants in this 
past twenty years has been very heavy indeed. 

Q. And in the case of rails is the turn-over quick or I'ather 
prolonged? 

A. It is rather slow, as compared with general business. 
That is true of the entire steel business. The turn-over is 
very slow, as compared with general lines of manufacturing. 

Q. Between steel rails and steel products generally, how 
is it? 

A. There is not a great deal of difference. The tufn-over 
generally is about the same. 

Q. Mr. Schwab, I think you had something to do with the 
plate pool, the last of them? 

A. Yes ; I think so. 

Q. Do you remember when it was made? 

A. I think about 1900; in the fall of 1900. 

Q. By yourself? 

A. I think so. 

Q. And do you remember when it finally was giv^en up? 

A. I do not remember, from recollection. 

Q. Did you attend the meetings? 

A. I did. 

Q. Did Judge G-ary ever attend any of them, to your recol- 
lection? 

A. I think not. I am sure he did not. 
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Q. You are sure that lie did not attend any of them? 

A. I am sure lie did not. 

Q. Do you know of Ms having had anything to do with 
them? 

A. To the best of my knowledge, Judge Gary did not have 
anything to do with any of these pools. He was opposed to 
them. "When I was president of the Steel Corporation, one 
of the things that I had to contend with was Judge Gary's 
opposition to these things that I had been so long accustomed 
to. 

Me. Dickinson : I object to that. 

By Mr. Lindabuet : 

Q. How did you manage it? 

A. I did it without his knowing anything about it. 

Q. That was part of your individual policy? 

A. Tes, it was. 

Q. Do you know how long they lasted after you left? 

A. My recollection is that there were no very definite pools 
after that time ; no very definite pools. By that I mean defi- 
nite pools as to price, or definite agreements as to business. 
There were meetings and general discussions; at times we 
were so prosperous that pools were not necessary at that 
period, and by the time things got worse, the pools had been 
practically eliminated. 

Q. Mr. Schwab, do you remember the acquisition of the 
Lake Superior Consolidated Iron Mines Company? 

A. I do. 

Q. Did you have anything to do with that purchase? 

A. Nothing whatever, beyond a discussion with the com- 
mittee as to their values, and so forth. 

Q. You were consulted? 

A. I was. 

Q. Did you or not advise the purchase? 

A. I did ; very strongly. 

Q. And at the price paid? 

A. I did. 

Q. What was your opinion as to the value to the Corpora- 
tion of the property, with regard to the price? 
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Mr. Diokinson : I object to that as irrelevant. 

By Mr. Lindartctry : 

Q. Was the property or not, in your judgment, worth to 
the Corporation the price that was paid for it? 

A. It was. Otherwise I should not have advised it. 

Q. Why did you advise it, or why did you favor the pur- 
chase ? 

Mb. Dickinson : That is objected to as being irrelevant and 
incompetent. 

Mr. Lindabury: What is the objection? 

Mr. Dickinson : As incompetent and irrelevant. 

By Mr. Lindabury: 

Q. Why were you in favor of the purchase? Why did 
you think it desirable? 

A. I will tell you why. I have always believed that the 
steel industry in this country was going to grow far faster than 
the general public or the people in the business believed it was. 
If you will let me give a little statistics, I will say that in 1880 
this country only produced 1,000,000 tons of steel. Last year 
it produced 26,000,000 or 27,000,000 or 28,000,000 tons of steel. 
In 1900, only along about fifteen or somewhere near fifteen 
million tons of steel. 

Now, I believe, and always have believed 

Me. Dickinson: Just a moment. I want to enter an ob- 
jection to the witness stating what he believes. 

The Witness : I have been asked why I fixed the price- 



Me. Dickinson : I am simply putting an objection on the 
record. 

Mr. Lindabury: I would rather you would not answer 
Judge Dickinson, Mr. Schwab. He is not really addressing 
his remarks to you, but to the record. 

The Witness: I understand. With this strong optimis- 
tic belief as to what I believed was going to be the future 
of the steel industry in the United States and in the world 
generally, I believed that these ores, or that any known ores 
of that kind, that could be obtained at that time and at that 
price were desirable purchases, first of all. Secondly, no com- 
pany with an investment as large as that of the Steel Cor- 
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poration could afford not to kave an ample reserve supply 
of ore back of it. These are the reasons that made me be- 
lieve that the purchase of the Consolidated ore was a good 
bargain and a good price. 

By Me. Lindabukt: 

Q. Did you not consider that the Steel Corporation had 
an ample ore reserve without this property? 

A. It had a good ore reserve, but it ought to have had 
more, and it ought to have more today. My belief in that 
is wen illustrated when I tell you that in my own concern I 
have 150 years' ore supply ahead of it. 

Me. DicKiNsoiir: I object to that, because the witness is 
volunteering information not called for by the question. 

By Me. Lindabuet: 

Q. Pl-oceed. 

A. I state that as illustrating what my own. personal be- 
lief is as to the value of ores. 

Q. Do you know whether the steel manufacturing con- 
cerns generally have acquired ore reserves enough to carry 
them a considerable number of years? 

A. I know it is the general policy. As for my own con- 
cern, of course, we are acquiring ores whenever they present 
themselves at reasonable prices. 

Q. Do you know whether that is the practice of large and 
prosperous steel corporations generally? 

A. I only know it as a matter of general knowledge. 

Q. Whilst you were on the directorate of the Corporation 
and a member of these committees, questions were presented 
from time to time, were they not, as to whether you should 
acquire other ores in the Northwest? 

A. They were. 

Q. I think the minutes put in evidence show discussions 
upon that subject in the executive committee from time to 
time? 

A. Yes. 

Q. What was your attitude, then, with regard to these 
ores? 
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A. My attitude was always one of desiring to purchase 
additional ores in the Northwest; I mean at the points that 
could supply the works which we then owned. 

Q. How was the question from time to time presented to 
your conamittee? By whom? 

A. By Mr. Gayley, who was vice-president in charge of 
ores at that time; in charge of our ore interests. 

Q. Was he particularly familiar with the ore question? 

A. That was his business and he was an expert on values 
of ores. 

Q. He had been an ore man all his life ? 

A. Yes. 

Q. Yes. Do you remember whether the purchases that 
were presented and recommended were all made, or gen- 
erally made? 

A. I do not think they were made. I think they were not 
nearly all made, that he recommended. 

Q. There is a minute that I recall being put in evidence by 
the other side, in which you seem to have entered some pro- 
test against having your men look up properties and present 
them, ajid then failing to purchase. Do you recall anything 
of that kind? I will get it in a moment. In the minutes of 
the Eixecutive Committee, under date of May 20th, 1902, found 
on page 573 of Volume II of Exhibits, you are recorded as 
having said this. After speaking of a recent visit to the 
Northwest, you say: 

' ' While up there I asked our people to go over the matter 
of our refusals of ore properties presented on short notice 
and to see if the man around the corner, so to speak, took 
them whenever we refused them, and I find in most instances 
he did. Every ore property we have refused has been taken 
by others. The question is what ought our poMey to be in 
this regard. Most of our people are working very energetic- 
ally for a new supply of ore, and the fact that we keep search- 
ing and then do not take, puts us in a very awkward light. 
For example, we are showing our interest by looking out 
for them, and then manifesting indifference by turning them 
down. I think we should stop explorations and wait until 
they come to us. Mr. Hill is the serious situation up ttere^. 
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and they are taking these properties and then in turn leasing 
them to our competitors, and he is using all his efforts to have 
them take up these properties." 

Do you recall that? 

A. I do. 

Q. What does that mean, as to the practice of the Steel 
Corporation in the acquisition of these ore properties ? 

A. In the early days of the Steel Corporation our Finance 
Committee was very reluctant to spend money for things of 
this sort, or improvement of plants even. The members of 
our committee had not been educated to know the manufactur- 
ing business as I knew it, with reference to modem methods 
and plants, and the acquisition of ore properties, and it was 
with the greatest difficulty that I could get them to buy what 
I considered most valuable and essential to the company, that 
was promising developments of ore, which is what was re- 
ferred to there, which were mostly prospective bodies of ore, 
and as a rule opposed pajTuent of money for that account, 
saying that we had ample ore reserve, and so forth. I advo- 
cated the acquisition of their properties because in my belief 
the consumption of ore in the years to follow was going to 
be very much greater than they anticipated, and I thought we 
ought to have as large a reserve as we could consistently get. 

Q. Who were the other members of this Finance Com- 
mittee? 

A. The records will show that. 

Q. Any that you recall? 

A. Judge Gary, Mr. Bacon, Mr. Perkins, Mr. Beam, if I 
recall correctly, and Mr. Eoberts. The records will show 
exactly what the committee was. 

Q. Did you buy as many of the properties that were offered 
to you as you refused? 

A. I do not think we did ; I think we bought comparatively 
few. 

Q. Who was your ore man up in the Northwest? 

A. Mr. Cole, Tom Cole. 

Q. Where was Mr. Gay ley located? 

A. He was in New York, but spent most of his time up 
there. 
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Q. Did Mr. Cole and Mr. Gayley unite in recommending 
these. 

A. They did. 

Q. And the Finance Committee united in turning them 
down? 

A. Yes. 

Q. And that is the reason of your complaint? 

A. Yes. 

Q. Who are the "most of our people are working very 
energetically for a new supply of ore?" 

A. We had a corps of engineers aside from this, whose 
names I do not know. 

Q. This is of date, May 20th, 1902. Did that go on during 
the time you were president? 

A. Yes. 

Q. Was there any purchase, while you were there, for the 
purpose of monopolizing the ore field or keeping ore away 
from competitors in order to cripple them? 

A. There was not. 

Q. Or otherwise restraining the manufacture? 

A. No. 

Q. Was there any purchase made with that in view? Did 
I interrupt you? I beg pardon. 

A. The question of our monopolizing any product of ore 
or of the prices or output, during my days, in connection with 
the formation of the Steel Corporation or after, was never 
broached. 

Q. Was there any thought or purpose of that kind, so far 
as you know, or can judge, in the organization of the Steel 
Corporation? 
A. No. 

Q. Was there any scheme of monopoly or '^ii^pression of 
competition or restraint of trade involved in the thing at all? 
A. No. 

Me. Dickinson: This is objected to as involving a mixed 
question of law and fact, and calling for his opinion as to who 
may or may not have entertained thoughts on the subject, and 
not calling for the facts that transpired. 



4174 CHAJEIDES M. SCHWAB. 

By Mr. LiiisrDABUBT : 

Q. Was the matter of acqiiiring a monopoly or suppres- 
sing competition between component parts mentioned by any- 
body, in any intercourse you bad witb any of the gentlemen 
who were concerned in tbe formation of the Steel Corpora- 
tion? 

A. No sir. 

Q. "Was any effort made during tbe time you were presi- 
dent of this corporation to acquire a monopoly and suppress 
competition in any line or product of steel industry? 

A. Decidedly not. 

Me. DicKiNSooiT: Tbat is objected to as being too general 
and not calling for any particular facts within the knowledge 
of the witness. 

By Mr. Lindabxjbt : 

Q. Was anything done by the Steel Corporation while you 
were there, intended to put at a disadvantage any competitor? 
I mean to put at an unnatural or artificial disadvantage any 
competitor? 

Mr. Dickinson: Objected to as calling for the intention 
and as irrelevant and incompetent. 

The Witness: If you eliminate the fact that we endeav- 
ored to get better plants than other people, which we always 
endeavored to do, there was no intention to unnaturally take 
advantage of any competitor. 

By Mr. Ijindabury : 

Q. Was there any attempt made to obtain the trade, or 
custom of a competitor, I will say, by unfair means or prac- 
tices? 

A. Not that I know of. 

Q. And has there been, so far as you know, since you left 
the Corporation, any practice or indeed any instance in which 
the Corporation has obtained or intended to obtain the trade 
of a competitor by unfair means ? 

A. None that I know of. 

Q. Has the Corporation since this period since you left it 
adopted unfair trading practices in any instance toward any 
competitor in any part of the world? 
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A. Not to the best of my knowledge, not to my knowledge. 

Q. What was ever stated during the period before the Steel 
Corporation was formed, or afterward while you were presi- 
dent, by any person connected with the Corporation or with 
its organization or its management, with regard to the secur- 
ing of a monopoly or restraining trade between the compon- 
ent parts of the Corporation and between the Corporation 
and anybody else? Is that a little too long? 

A. I think I understand it. 

Mr. DiCKiNsoi<r: That is objected to as calling for a con- 
clusion of the witness, and not for a statement of fact. 

The "Witness: From the moment when I first started my 
conversation with Mr. Morgan the question of our gaining a 
monopoly, or in any way controlling the steel industry was 
never mentioned. My whole argument with him, as advocat- 
ing this company, was the economic development of the same,, 
and the matter, to the best of my knowledge, never came up 
thereafter. 

Q. Did either he or his associates ever intimate to you a 
desire to form a corporation on other lines or for other pur- 
poses ? 

A. Never. 

Q. One more question before lunch. So far as you know,, 
what has ever been done or said by anyone connected with 
the Steel Corporation or its organization toward or in favor 
of securing a monopoly or restraining trade or suppressing, 
competition? 

Me,. Pjckinson: That is objected to as calling for a con- 
clnsion of the witness, and an interpretation upon his part,, 
without giving in detail the facts which transpired. 

The Witness : Nothing. 

(Thereupon a recess was taken until 2 o'clock p. m.) 
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AFTEE RECESS. 

CHARLES M. SCHWAB 

the witness uiider examination at the taking of the recess, 
resumed the stand. 

DIRECT EXAMINATION (Continued). 

By Mr. Lindabuet : 

Q. Mr. Schwab, to what extent was the dismantling of 
plants carried during the time you were president, and what 
was the occasion for such dismantling? 

A. Plants were only dismantled where it was found that 
there was more than one plant of the same character in the 
same district, and that economy would result from stopping 
one plant or dismantling one plant and consolidating it with 
the other plants, or where a plant was found so old and ob- 
solete that it was better to start anew than to remodel that. 

Q. Were any of them dismantled until they were tried out, 
or some business reason was discovered for doing it? 

A. Not to my knowledge. 

Q. Were any of them purchased, so far as you know, for 
the purpose of dismantling? 

A. No. 

Q. Mr. Schwab, returning to the ore matter, what is your 
opinion as to the value of the Corporation's ore properties 
in 1901? 

A. I have expressed that opinion on many occasions, and 
I have never seen any reason to change it; and that is that 
the value of the Corporation's ore then, in 1901, was one dol- 
lar a ton. 

Q. Some affidavit made by you in 1902 is alluded to in the 
petition in this cause, in which affidavit you gave your opinion 
that the ore in the ground of the Corporation was worth one 
dollar a ton; and it is alleged that that was based upon a fic- 
titious valuation. What do you say about that? 

A. I do not think that that is true. It was my candid 
opinion of the value of the ore at that time. I might say that 
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I have felt very proud of the fact that that has heen verified 
a number of times since that time. During the past week — ■ 

Mb. DiOKiNsoosr: I object to that as being volunteered, and 
not in response to a question, and also as hearsay. 

By Me. Lindaeuet : 

Q. I will put a question that will make it responsive at 
least. I will ask you whether or not anything has occurred 
since that time to change your view as to the value of the 
Corporation's ore properties? 

A. Nothing whatever. 

Q. Has anything occurred to confirm that view? 

A. It has. 

Q. What? 

A. I have offered upon several occasions to buy ore at a 
dollar a ton in the ground and assume all responsibility for 
extra cost in mining, and so forth; and within the past two 
weeks such offer has been refused. 

Mb. Diokinson : I object to this as irrelevant and incom- 
petent, and referring to a time remote from the period upon 
which his former opinion was given, and as referring to a 
period after the filing of the petition in this case. 

By Mb. Lindabtjbt : 

Q. On whose behalf were these later offers made? 

A. My own. 

Q. "What do you mean by your own? Personally, or by 
the Bethlehem Company? 

A. The Bethlehem Steel Company and myself personally ; 
both. 

Q. Were any of these offers you have alluded to made on 
behalf of the Steel Corporation? 

A. No, sir. 
. Q. Have you been informed generally as to the ore de- 
posits available for manufacture in the United States, and 
their location, and the prices that ores have been bringing? 

A. In a general way. 

Q. What other ore deposits are there now than in the Lake 
Superior districts available for manufacturing in the United 
States? 
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A. There are a great many ores in the South, in the Ala- 
bama and Tennessee districts; there are a great many ores 
available in the New York, the Adirondack district, and many 
minor deposits throughout the United States, especially in 
New York State and eastern Pennsylvania. You are speak- 
ing of ores in this country, are you not? 

Q. I was not, but I want to know about those. 

A, I understood your question to be as to ores in this 
couatry. 

Q. I will accept your answer as such and now ask you 
what ores outside of the United States exist which are known 
and which are available for transportation and to manufac- 
ture into iron within the United States. 

A. There are very large tonnages. Perhaps the most impor- 
tant supply of such ores that is available for manufacture in 
the United States is on the east and west coast of South 
America and Cuba ; indeed much larger tonnages than any- 
thing known in the United States. The ores of Spain, the 
ores of Sweden and the ores of Canada, Newfoundland and 
Nova Scotia are all available at present prices for manufac- 
ture in the United States as far west as Pittsburgh. 

Q. "What about the Cuban ores; are they available for 
manufacture in the United States ? 

A. They are. 

Q. Are they used in the United States ? 

A. They are. 

Q. Are they owned to any extent by manufacturers in the 
United States? 

A. Indeed I think almost entirely they are owned by manu- 
facturers in the United States. 

Q. What manufacturers in the United States use Cuban 
ores at the present time ? 

A. The Pennsylvania Steel Company, the Maryland Steel 
Company, the Bethlehem Steel Company and some smaller 
companies. 

Q; To what extent does the Bethlehem Steel Company 
use the Cuban ores at the present time? 

A. Practically half its supply. 

Q. And the Pennsylvania and the Maryland Companies? 
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A. The Maryland, all its supply ; the Pennsylvania, a very 
large part of its supply. 

Q. Where is the Maryland Steel Company's plant located? 

A. At Sparrows Point, near Baltimore. 

Q. And where is the plant of the Pennsylvania Steel Com- 
pany located? 

A. In Harrisburg. 

Q. And what is the proportion of ore used by the Penn- 
sylvania that comes from Cuba? 

A. I cannot tell. 

Q. Roughly? 

A. A large proportion; probably three fourths. 

Q. How long has the Bethlehem Steel Company been get- 
ting fifty per cent of its supply of ore from Cuba? 

A. In earlier years it got its entire supply, but during my 
management the Bethlehem company has been getting it for 
ten years. 

Q. That is, for the last ten years? 
' A. Yes. 

Q. "What is the character of these ores? 

A. There are two kinds of ore in Cuba; the south coast 
ores are a hard, semi-magnetic ore, very similar to the old 
range ores of the Northwest; and the north coast ore is a 
deposit unlike any other deposit in the world ; but it is more 
hke the Mesabi. It extends over a very large area of Cuba, 
probably some fifty miles wide and 150 miles long. It is a 
deposit that runs from twenty to thirty feet in depth, and has 
the appearance of common earth. It contains a great deal 
of moisture and needs some preparation before use. It is 
probably the largest known deposit of ore in the world. I 
have estimated the Pennsylvania Steel Company's holdings 
there at more than one billion tons of ore. 

Q. And what are the Bethlehem holdings? 

A. Approximately half of that amount. 

Q. And those of the Maryland Company? 

A. When I speak of Pennsylvania Steel I speak of the 
Maryland and Pennsylvania Steel. 

Q. How does the quantity there, then, compare with the 
amount of ore in the Lake Superior District? 
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A. I think it is the largest known deposit in the world, in 
tonnage, as I have said. 

Q. Then it is greater, of course, than that in the Lake 
Superior District? 

A. I have no doubt of it. 

Q. At what comparative price can it be put down at Beth- 
lehem; or, rather, at what price can it be put down at Beth- 
lehem as compared with the price that the Lake Superior ores 
can be put down at Pittsburgh, per unit of iron content? 

A. The Cuban iron ore can be put down at Bethlehem at 
about from six to six and a half cents per unit of iron. As 
to the price of the other ores, in Pittsburgh, I have not been 
in touch in recent years with that, and I do not know exactly; 
but there is not a wide difference. 

Q. How rich in iron content is the Cuban ore? 

A. When dried it runs from 50 to 56 per cent. 

Q. Is there an ingredient in the Cuban ore which gives 
value to it and which is not found in the Lake Superior ore? 

A. There is. 

Q. What is that? 

A. Nickel. 

Q. What is the value of nickel to steel manufacturers ? 

A. Nickel adds very much, naturally, to the quality of the 
steel. It is an alloy that adds to its physical properties. 

Q. For all uses, or for particular purposes? 

A. For practically all uses, and particularly for rails and 
structural steel. 

Q. And what value does it add to rails and structural 
steel? 

A. It gives greater toughness as well as hardness. 

Q. Passing down the coast, now, where is there ore on the 
east coast of South America? 

A. There are large deposits in Venezuela, of which I do 
not know much. The largest deposits are in Brazil, 300 miles 
from the coast; that is very rich ore, containing 65 per cent 
in iron, low in phosphorus, and there are very large quan- 
tities not much developed. It is reached by railroad, but not 
sufficiently equipped to transport large quantities at present. 

Q. Are conditions, however, favorable to the development 
of transportation? 



CHAELBS M. SOHWAB. 4181 

A. Yes. 

Q. The location is much nearer the coast, of course, than 
the Lake Superior region? 

A. It is 300 miles from the coast. 

Q. Ocean freight rates are not high, I suppose, as com- 
pared with rail rates? 

A. No. 

Q. I forgot to ask you the location of the Cuban ore with 
regard to the coast. 

A. The south coast ores are in and about Santiago. The 
north coast ores are on the north coast of Cuba, immediately 
north of Santiago. 

Q. How near the sea? 

A. They border on the sea. 

Q. In both cases'? 

A. In both cases. 

Q. And they are advantageously located for transporta- 
tion and shipment by water? 

A. They are. 

Q. This ore in Brazil that you mentioned has a rather 
high iron content? 

A. A very high iron content, very rich. 

Q. How does it compare with Mesabi ore? 

A. Much richer. Mesabi ore will run 50 to 52 per cent, 
while this will run 65. 

Q. Is there any element of inferiority about it? 

A. No, it is superior ore, because it contains very low phos- 
phorus. 

Q. Now, about the west coast of South America. Where 
do you find ore there? 

A, The largest deposits are in Chile. 

Q. Are they large? 

A. Very large deposits, very rich ore. 

Q. Can you give any idea of their quantity, the minimum 

quantity? 

A. No, it would be a very wild guess, because no accurate 
geological survey has been made in detail. 

Q. Will these ores be available for manufacturing on the 
eastern coast before the Panama Canal is finished? 

A. No, sir. 
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Q. I mean the east coast of the United States? 

A. I nnderstand. 

Q, "Will they be after the Panama Oanal is finished? 

A. Yes. 

Q. Are they available now for manufacturing on the west- 
ern coast of the United States? 

A. They would be, with works on the west coast. 

Q. There are no works located on the west coast? 

A. No. 

Q. Are these ores that you have mentioned available for 
manufacture anywhere along the Atlantic Coast? 

A. Any where along the Atlantic Coast of the United 
States. 

Mb. Dickinson: Do you mean all the ores he has men- 
tioned? 

Mr. Lindabuey : I mean except the Chilian. 

Mk. Dickinson: His answer made no exception. 

The Witness : I meant all the ores in South America. 

Me. Lindabhry : Except that the Chilian ores will not be 
until the opening of the Panama Canal. 

Mr. Dickinson: The question was regarding the ores 
available that he mentioned. 

(Here the pending question was repeated by the stenogra- 
pher.) 

The Witness: Anywhere along the coast of the United 
States. 

By Mr. Lindabury : 

Q. Are or not these foreign ores that you have mentioned, 
in Brazil and Cuba, sufficient in quantity to supply new steel 
works situate along the Atlautio Coast, sufficient in size to 
duplicate the whole present existing steel works of this 
country? 

A. They are. 

Q. So that the present output of steel could be entirely 
duplicated by new works using these ores? 

A. On the Atlantic Coast or near the Atlantic Coast. 

Q. Located within what distance of the Atlantic Coast? 

A. I would say as far west as Pittsburgh. 
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Q. And as far south as the Grulf ? 

A. All along, yes. 

Q. Are the Swedish ores you referred to imported into 
this country? 

A. They are. 

Q. Who has done that? 

A. I have, or the Bethlehem Steel Company has, and 
others. 

Q. How recently has the Bethlehem Company imported 
Swedish ores? 

A. Within three years. 

Q. Are they of high class ? 

A. Very; they are almost the counterpart of the South 
American ores. 

Q. And for what use, if any particular use, have you im- 
ported Swedish ores? 

A. For all our product, but especially for our very high 
grade steels. 

Q. You told us a while ago about the kaown and developed 
ores of the United States. Do you know whether there are 
other ores that are known, but not fully developed in the 
western states? 

A. The largest deposit of ore in the West is on the Pacific 
Coast of Mexico. I thought you were coming to that, but I 
had no opportunity to reply. The west coast of Mexico, 
which is available for use in the United States, and I am fam- 
iliar with and have examined large deposits of ore in Utah. I 
think there are also large deposits of which T have no definite 
knowledge, in the Northwest, I mean Oregon and Washington 
and that district, but I can not speak of those definitely. Of 
the Utah deposits I can speak definitely, and of those of the 
west coast of Mexico, which are also very large deposits, on 
the west coast of Mexico and Lower California; I know of 
those. 

Q. Are those all available to new manufacturers, or old, 
if they choose? 

A. The ores on the west coast of Mexico are available for 
manufacture in the eastern part of the United States, or in 
the western part of the United States, if works were estab- 
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lished there; and of course the ores in Utah are available for 
manufacture in that district, described by a circle of which 
that wiU be the center. As yet, the industry has not grown to 

that use. 

Q. The Colorado Fuel & Iron Company is a considerable 

producer of steel in the West, is it not? 
A. Yes. 
Q. And it is located, you said this morning, near Denver? 

A. Pueblo. 

Q. Do you know where it gets its supply of ore? 

A. Mostly locally, within a few hundred miles of its works. 
I can not tell you much about that in detail. 

Q. But you know that it does get it in that general locality? 

A. Yes. 

Q. How much of the cost of producing finished steel goes 
to labor? 

A. It depends very much on the kind of steel referred to. 
If it is a highly finished article, it is large ; if it is a roughly 
finished article, it is not so great, but I should say that the 
direct labor at the steel works is from 25 to 40 per cent of 
Ibe cost; but as a matter of fact, it is all labor, whether it be 
transportation, labor or whatever it is. Analyzed down to 
its finality, the only thing that enters into the cost of any 
manufactured article is labor. 

Q. What about the ore in the ground? 

A. It has no value excepting the original value placed 
upon it plus the labor that is put upon it in transportation, 
mining, furnishing of supplies, and everything that goes 
with it. 

Q. There is a reference m the minutes of the executive 
committee of the Steel Corporation to some remark made by 
you in 1901 with regard to an arrangement or contract be- 
tween the Carnegie Steel Company and the Pressed Steel Oar 
Company, in which the latter was paying to the former $100,- 
000 a year. What was that contract? 

A. May I see the minute? Have you got it there? 

Me. DicKiNSoasr: I object to his statingthe contents of the 
contract if it is in writing. Was that contract in writing? 

The Witness : I am not sure just what this is about. 
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Mb. Severance: You have examined it, Judge. 

Mr. CoLTOosr : Our objection is good whether we have ex- 
amined it or not. 

Mr. Dickinson : But I would like to have an answer as to 
whether it was in writing or not. 

The Witness : I first want to find out which contract is re- 
ferred to, if I may do so. 

(Here Mr. Lindabury showed the witness a copy of the 
minutes referred to.) 

The Witness : This refers to a contract made by the Car- 
negie Steel Company. 

By Mr. Lindabury : 

Q. So I recited in my question. 

A. I did not understand that. It refers to a contract made 
by the Carnegie Steel Company with the Pressed Steel Car 
Company, by which the Pressed Steel Car Company was to 
pay the Carnegie Company $100,000 a year. The contract 
was in writing, to answer your question, Judge. 

Mr. Dickinson : I object to the contents of it ; the contract 
itself being the best evidence. 

Mr. LaNDABURY: You may proceed. 

The Witness : My recollection of that contract is that it 
was a contract extending over a period of years for a possi- 
ble very large tonnage of steel, and was made at favorable 
rates with the Pressed Steel Car Company. There was no 
minimum in that contract as to what they would be obliged to 
take, and the Carnegie Company was exceedingly anxious that 
the Car Company develop into a big tonnage of steel for that 
business, which was then new. 

(By request of counsel the pending question was re- 
peated.) 

Mr. Diokinson: I object to the witness volunteering any 
information beyond that called for by the question. 

Me. Lindabury : I do not think he is doing that. I think 
his answer is within the question. 

(The pending question and the answer so far given were 
repeated by the stenographer.) 

Mr. Dickinson : Now he is testifying to the anxiety of the 
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Carnegie Gompany, and not giving the contents of the con- 
tract. 

The Witness : He asked me to explain this contract. 

Me. Lindabury : You may go on, and if I did not ask you 
for the circmnstances attending the making of the contract I 
will do it now, and you may answer it in connection with your 
answer to the former question. 

The Witness: (Continuing) The question of this pay- 
ment was largely in lieu of the fact that there was no mini- 
mum specified. My best recollection is that it was reflected 
in the price which was named in that contract for the steel. 
That is my best recollection about it. 

By Mr. Lindaburt : 

Q. Then as I understand you, this was an optional ar- 
rangement? 

A. Practically so; it was an option to them for their re- 
quirements of steel. 

Q. They were not bound to take any? 

A. No ; there was no TniTiiTmiTn . 

Q. But the Carnegie Company was bound t« supply what 
they called for? 

A. Exactly. 

Q. Did you make the statement that is there, do you re- 
call? Do you remember whether you did or not? 

A. I suppose I did if it is there, but I don't remember any- 
thing about it. 

Q. Were these minutes formal minutes, formally kept or 
taken by a stenographer, or if not, how? 

A. I don't remember at this time. 

Q. Do you remember whether they were ever read over or 
approved at subsequent meetings? 

A. I don't really remember anything about the detail of 
that. I doubt if at that time we had a regular secretary of 
the meeting. I think Mr. Perkins probably took those min- 
utes ; I do not know. 

Mr. Dickinson : What Perkins ? 
The Witness: George W. Perkins. 
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By Mr. Lindabury : 

Q. Mr. Perkins was on the Finance Committee ! 

A. Was this the Finance Committee 1 

Q. No. 

A. No 1 Then Perkins was not on that committee. 

Q. I only asked for your recollection whether these min- 
utes were formally kept or read over at subsequent meetings. 

A, I do not know. 

Q. Have you any recollection of making that statement in 
that vay? 

A. No, I have no definite recollection of it. I would have no 
definite recollection, because there were so many minutes and 
meetings that I would naturally not remember definitely. 

Me. Lindabury: I will say to you gentlemen that we will 
get the contract itself at a later date, and furnish it to you. 
I have not got it here now, or I would put it in at this time. 

Mr. Colton: The contract is in exidence now, but not 
signed. I suppose it would be better to put in the signed con- 
tract or agree that the one in Volume III of the Minutes of 
the Stanley Committee is correct. It is in about the last part 
of Volume III, entered into about January, 1899. 

Mr. LindabueiT : We do not any of us remember it, but if 
it is not in, we will get it and put it in, or get, as you say, the 
signed one. I think the one I saw was signed, but it may have 
been only a copy. The one I saw I understood, however, had 
been given to you. 

Mr. Colton : I have seen it. 

Me. LiNDABfURY : Then probably the one I saw is not signed 
either, but if it is not we will either put in the signed one or 
compare that one and see that it is correct. 

By Mb. Lindabxtrt : 

Q. Do you remember how long before the Steel Corpora- 
tion was formed that contract was made between the Car- 
negie Company and the Pressed Steel Car Company? 

A. I do not remember. 

Q. About? 

A. Probably a year or two. 

Q. Something like that? 

A. Something like that. 
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Q. Has there ever been a foreign rail pool? 

A. Not to my knowledge. 

Q. I mean, with, which the Corporation or any of its sub- 
sidiaries was connected? 

A. I never heard of it. 

Q. Either while you were president or afterwards? 

A. No sir. 

Q. My attention has been called to what apparently is 
the contract alluded to by Mr. Colton, on page 1201 of Volume 
in of Eixhibits, which bears date February 14, 1899. Is that 
about the date? 

A. That is about the date. 

Q. Then we will look up the original. Has there ever been 
any agreement, so far as you know or have heard, between 
the Steel Corporation or any of its subsidiaries, by which the 
foreign rail producers undertook to keep out of the American 
market? 

A. I never heard of it. 

Q. Or where the Steel Corporation or any of its subsidi- 
aries undertook to keep out of the foreign market? 

A. No sir; I have never heard of any such agreement. 

Q. Or the market of any foreign country? 

A. No sir, 

Q. You say you never heard of it? 

A. I never did. 

Q. Tour activities in the pooling business never went so 
far at any time; is that right? 

A. Well, it was not possible in the early days. 

Q. That is, you had nothing to base an agreement on, no 
trade to base an agreement on? 

A. That is correct. 

Mb. DtcKmsoN: That is all that restrained you? 
The Witness: That is right. Judge. 

By Mr. Lindaburt : 

Q. What do you mean by early days? 

A. Before the formation of the Corporation. I should 
have made such a pool if we had rails to sell abroad, and if 
I could have made it, but I could not. 

Q. You alluded this morninar to vour idea abnnf iha infA. 
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gration of plants and development of the business of a suc- 
cessful steel manufacture along all lines. Was that idea new 
to you at the time you made that speech in New York which 
attracted Mr. Morgan? 

A. No ; it was not. 

Q. Had you held those ideas previously? 

A. For some years previous to that time. 

Q. And had you presented the matter to your associates 
in the Carnegie Company? 

A. I did, and carried them out there as far as possible. 

Q. And why was it not possible to carry them further? 

A. Our works had not expanded sufficiently to do it. We 
were not large enough to do it. 

Q. Did Mr. Carnegie tell you why he wanted to sell out in 
1900 and 1901, or did he mention, rather, any reason for de- 
siring to sell out and retire? 

Mk. DioKinrsoN : I object to that. 
The Witness: He did. 

By Mb. Lindabuey : 

Q. What was it? 

A. He said he desired to devote his life and money to 
philanthropic purposes. That was his chief reason ; he wanted 
to get money or securities that he could use for that purpose. 

Q. When, so far as you heard, did that thought first take 
possession of his mind? 

A. Some years before he finally sold. 

Q. And that was the moving purpose, so far as you can 
judge, during the two or three years that you were endeav- 
oring to make the sale? 

A. That was, so far as Mr. Carnegie told me, or his part- 
ners. 

Q. What was the reason his partners were ready to join 
and did join in options and offers of final sale? 

Me. DicKiNSOiir i I object to that as irrelevant and incom- 
petent. 

The Witness: Chiefly, they did not think that the Car- 
negie Company without Carnegie would be quite so good as 
it was with him, and secondly, the purchase of Mr. Carnegie's 
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interest would have left the rest of us in a pretty bad way for 
financial credit. There were many reasons why, and I sup- 
pose there were some other reasons. There were some reas- 
ons in my mind that were different even from that. 

Me. Dickinson: I object to the reasons you had in your 
own mind. 

Mr. Lindabuey: You may state your own reason that 
prompted you to desire to sell. 

The Witness : I was very aimous to get in my own hands 
a large amount of securities that were not available under the 
old Carnegie partnership. 

Q. The Carnegie stock was not quite liquid? 
A. No, it was not only not liquid, but I had not paid for it, 
and therefore I did not have possession of it. 

Q. The shares were thousand dollar shares, I believe? 
A. They were. 

Q. Tou have mentioned Mr. Friek. Was he also anxious 
to sell? 

A. He was. 

Q. He was leading in these endeavors to effect a sale' 
A. Yes. 

Q. And I think he had had some disagreement, had he not, 
with Mr. Carnegie? 
A. Yes. 

Me. rfeoKiNsoN : I object to the suggestion of counsel as 
to his thoughts, whether he had a disagreement. 

Me. Lindabuet: You have proved it, I think. I beg your 
pardon, it did not occur to me as important. 

Mr. Dickinson: It is hard to fikid out what is important 

Me. Lindabuey: I mean, putting the question in leading 
form was not of moment, because it aUuded to matters you 
had proven. 

By Mr. Lindabtjry : 

Q. The disagreement you aUude to resulted in a fierce liti- 
gation between them, did it not? 
A. A litigation, yes, a fierce one. 
Q. In what year was that Utigation, about? 

18Q^ ^^^^' ';"^^^^«^e along there, or 1899, 1 guess it was- 
l»y8 or 1899, 1 am not sure. 
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Q. Would it be possible for tbe Steel Corporation to put 
a competitor out of business if it desired, even, to do so? 

A. It could not put me out of business. 

Q. Do you think it would bave tbe power or ability to put 
any of tbe leading competitors out of business if it cboose? 

A. I do not tbink so. 

Q. Why not? I am speaking, of course, of power, not of 
inclination. 

A. Well, I tbink tbe independent steel corporations today 
are sufficiently grounded in every respect to compete witb 
tbe Steel Corporation in all its products, and tbat it would 
not be possible for tbem to put any of tbe leading steel cor- 
porations out of business if tbey were so inclined. 

Q. And as to the small manufacturers, have they any more 
power to put them out of business than any of tbe other large 
manufacturers have? 

A. Oh, a very small manufacturer, ill-equipped and per- 
haps badly located and without proper supplies, it might be 
possible. 

Q. Ton did not apprehend my question. Could they do 
it witb any more facility than the large ones? 

A. No, they could not. I understand you now; I did not 
understand you before. I tbink it would be easier for a large 
independent to attack a smaller manufacturer in bis district 
than it would for the Steel Corporation to do so? 

Q. Why? 

A. Because tbe business of the independent is so circum- 
scribed to tbe locality within which his competitor would be 
located ; while if the Steel Corporation expected to do it they 
would have to extend their operations over a greater field, 
following the same policy that they always have followed. 

Q. That is, destruction of the small and weak was a prac- 
tice not unknown to them in the old days, was it? 

A. It was. 

Q. And quite extensively carried on? 

A. Rather, yes. 

Q. And with quite effective and marked results? 

A. At times, yes. 

Q. What percentage of them emerged from tbe different 
steel wars in the old days, these small fellows ? 
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A. I do not know. 

Q. Not many? 

A. Not many. 

Q. There were more gravestones than there were live com- 
petitors ? 

A. Yes. 

Q. With regard to this setting of prices by the Steel Cor- 
poration, or fixing of prices adhered to or observed by com- 
petitors, did the Steel Corporation ever have to exercise over 
its competitors anything other than a moral influence in those 
respects? 

A. No, it was not possible for them to do so, more than 
a moral influence. It is a difficult thing to describe, but I 
should say that their influence on the trade and fixing prices 
was a great balance, a great steadier of the business rather 
than a fixing of a definite price ; it was not possible for them 
to see that a definite price was kept, even if they had desired 
to do so. It was a great moral balance, that is what it was. 

Q. I think you have already mentioned that the price of the 
Steel Corporation has not been the same as the price of the 
competitors, either in good times or in bad times? 

A. That is true. 

Q. Generally, has there been considerable variation? 

A. Some variation; it has generally been an average or 
the mean of the two. 

Q. Has there been any time since the Steel Corporation 
was formed when there was not real and effective competi- 
tion in the manufacture and sale of steel products all along 
the line, that is, along the whole line of products! 

A. There always has been. 

Q. And has it during this period been marked or especially 
strenuous? 

A. It has at times been very strenuous. 

Q. Many times? 

A. Indeed at_ all times; it has been strenuous for the se- 
curing of the volume of business. 

^ Q. And with what effect upon the industry as a whole has 
this general course been pursued? 

A. It has had a steadying influence, that is the best de- 
scription I can give you. 
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Q. Has it operated to defeat or restrain trade? 

A. Of course I will not say that it has done either. The 
trade has naturally developed. The steel industry of this 
country must develop and has developed very rapidly and 
will continue to develop. Of course, if they had insisted upon 
too high prices it would have restricted the development of 
trade and of the industry, and if they had made it too low it 
would have restricted the development of the industry. 

Q. Does the destruction of the small competitor tend to the 
development of the industry or otherwise? 

A. No ; it does not tend to develop the industry. 

Q. Does the carrying on of business in such a way as to 
preserve through bad times the small man and the middle 
man, and not destroy anybody, have a tendency to upbuild 
and extend the trade? 

A. It does. 

Q. In the lines you have been talking about, has it had that 
effect? 

A. Very markedly. 

Q. Can you account at all for the prosperity of the in- 
dustry on those lines? 

A. I can, undoubtedly. 

Q. Do you remember whether there were any failures in 
the panic, or as a result of the panic of 1907, among the steel 
manufacturers? 

A. I do not recall any. 

Q. Did you ever go through a panic before with such a 
result? 

A. I think not. 

Q. And that brings me to the subject of the so-called G-ary 
dinners. Did you attend any of them? 

A. I did. 

Q. All of them? 

A. Not all, no. I was absent from several. 

Q. Did you attend the first one? 

A. I did. 

Q. When was it held? 

A. I can not give you the date. It is a matter of record. 

Q. Perhaps you can tell us pretty nearly. 

A. Five or six years ago. 
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Q. But, with reference to the panic? 

A. Oh, yes ; it was during the panic of 1907. I remember 
that. 

Q. That is what I mean. What was the occasion of it, as 
you understood it? 

A. The steel trade promised to become in a very demoral- 
ized condition. Judge Gary invited everybody to this dinner 
at the Waldorf Hotel. My recollection of what was done 
there — 

Q. Just a moment. Before you go to that, if you will 
pardon me, I would like a little fuller account of what you 
call a demoralized condition. 

A. Prices had gone very low. There was a very scant 
demand for steel. As I stated before, many people had their 
warehouses full of steel. When I say there was a demoralized 
condition, I mean people felt that the market was going to 
go very low, and they were loaded with stocks. In general, 
there was a very uneasy feeling throughout the whole situa- 
tion. 

Q. To what class was this situation — to what class, I 
mean, of persons interested in the steel industry — was this 
situation particularly threatful? 

A. To the people who had stocks; the merchants of steel, 
the sellers of steel, the retailer. 

Q. The middlemen or merchants; the retailers? 

A. Exactly, the warehousemen. 

Q. Were they especially loaded up at that time? 

A. They were. 

Q. I mean, unusually? To an unusual extent? 

A. They were, 

Q. How did that happen? 

A. It nearly always happens that in a falling market the 
people who buy stocks are loaded up in anticipation of sales 
they do not make. That is, as a rule, right. 

Q. What was the condition preceding the panic as to pros- 
perity or otherwise in the steel industry? 

A. We had a very prosperous period. 

Q. How did the first half of 1907 compare with any similar 
period during the preceding ten years? 



OHARLEiS M. SCHWAB. 4195 

A. The first half of 1907 — I want to be sure about my 
dates. 

Q. The panic was in October, you know. 

A. Immediately preceding that was one of the most pros- 
perous periods we had had. 

Q. And was this panic sudden, or was it generally antici- 
pated? 

A. No; it was very sudden; rather sudden. 

Q. Now you may proceed to tell as you had started to do 
what transpired at the dinners. Perhaps it would be better 
to take the first one alone? 

A. This dinner was attended by manufacturers and mer- 
chants and middlemen. 

Q. Yes. 

A. The key-note of the whole dinner was an address by 
Judge Gary, or rather a talk to all the members there, with 
a view of their not becoming panic stricken; with a view of 
their not sacrificing the situation by too great a cut in prices 
and a precipitation of bad business methods ; that we ought 
to retain our heads and not become excited over a situation 
of that sort, and that we should calmly await the return of 
prosperity ; that our usual prorata of business would probably 
come to each one regardless of the prices at which it was done ; 
and that it was unwise business policy and bad for the in- 
dustry and especially bad for the people who carried stocks 
to precipitate and make worse such a demoralized condition. 
That was the key-note of everything that was said at thai 
dinner. 

Q. Was anything said about entering into an agreement 
fixing prices or output? 

A. Nothing whatever. 

Q. Were prices mentioned? 

A. Not at all. 

Q. Was any price of any product mentioned? 

A. No; not at all. 

Q. I mean, a definite price for a definite product. 

A. It was not discussed at all. 

Q'. Only a general talk along the line mentioned? 

A. Just a general talk along the lines indicated. 
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Q. Was it voted to appoint a general committee or sul 
committees at that meeting, to study and take care of th 
situation? 

A. I do not know whether those committees were ap 
pointed at the first meeting or not ; but they were ultimately 
1 know. Committees were appointed of people in the variou 
lines of industry, people familiar with that particular line o: 
industry, to take up in detail the key-note expressed at th( 
first dinner. 

Q. You are not sure that they were appointed at the firsl 
dinner? 

A. I am not sure of that. 

Q. Do you remember how soon that dinner was followed 
by another? 

A. A few months, I think, after that. 

Q. Did you mention the month of the first dinner ? I thint 
you did not. 

A. No ; I do not know. 

Q. The evidence shows it was in November? 

A. Yes sir. 

Q. You do not recall the month in which the second was? 

A. No sir; I do not recall. 

Q. What were those committees appointed to do ? 

A. To consider in detail the same principles established 
at the first dinner, as applied to the specific lines of the in- 
dustry. 

Q. Were they appointed to make agreements fixing prices? 

A. No sir. 

Q. Or regulating output? 

A. The chief thing done at those meetings was to compare 
notes as to the volume of business, prospects for business and 
similar questions. 

Q. That was at the Gary dinner? 

A. No; that was at the committee meetings. 

Q. Oh! at the committee meetings. 

A. Yes sir. 

Q. Were you a member of this committee? 
A. I was. 

Q. Were you a member of the general committee? 
A. I was. 
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Q. Oil! I had forgotten that. 

A. Yes. 

Q. Then it was the general committee that appointed the 
sub-committees, as the record shows? 

A. That is my understanding. 

Q. And when you spoke a while ago of what the sum- 
committees were doing, you were alluding to their instruc- 
tions from the general committee? 

A. Exactly so. 

Q. How long were those committees continued, if you re- 
call? 

A. I do not know, definitely, but probably two or three 
years. 

Q. Did you serve on any sub-committee ? 

A. I did. 
Q. On what subcommittee? 

A. The structural subcommittee. 

Q. Who was chairman of that? 

A. I was. 

Q. And did you serve during the period of the existence 
of that committee? 

A. I did. 

Q. Was any agreement made, supervised or otherwise 
aided by the structural subcommittee to fix prices in any line 
of steel production or to limit or regulate output in any way? 

A. No sir. 

Q. Were any such agreements made, as far as you know, 
by any subcommittees? 

A. None that I know of. 

Q. Not as far as you know? 

A. No sir. 

Q. Was any agreement of the kind mentioned made by the 
general committee? 

A. None whatever. 

Q. Did any of those committees, so far as you know, make 
agreements dividing territory? 

A. No sir. 

Q. Or in any other way regulating the output of steel 
products, or the prices? 

A. No sir. 
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Q. Have there been any agreements of that kind, written 
or verbal, express or implied, since you returned to the steel 
business and bought the Bethlehem plant— of course as far 
as you know? 

A. None. 

Q. Were any such agreements made, that is, express or 
implied, written or verbal, at or in connection with, or as the 
outgrowth of the Gary dinners, in so far as you know or are 
aware? 

A. None to my knowledge. 

Q. Mr. Schwab, I think the Shelby Steel Tube Company- 
was purchased while you were president and a member of the 
executive committee. Am I right about that? 

A. It was. 

Q. Had you to do with that? 

A. I had. 

Q. Did you advise with respect to it? 

A. Very strongly. 

Q. That is, in favor of the purchase? 

A. In favor of its purchase. 

Q. Why? Upon what ground did you favor it, and so 
advise ? 

A. It is necessary for me to make a somewhat lengthy 
explanation about that, if I may. 

Q. AH right. 

A. For many years I had advocated the making of tubes 
in the Carnegie Steel Company. When I say many years, I 
mean four or five years. I desired to make tubes there by a 
process different from any that had ever been used. I wanted 
to make an entirely new line of manufacture, just as we did 
the structural sections at Bethlehem in subsequent years ; an 
innovation in tubes. I am sorry to say that most of the 
people did not agree that it was feasible and practical. We 
had finally agreed to do this, when the Steel Corporation 
bought the Carnegie Company. 

I desired to see those same ideas that I had ia the Car- 
negie Company fully developed and carried out in the Steel 
Corporation, notwithstanding the fact that they had been op- 
posed by the majority of the Tube Company in the Steel Cor- 
poration. 
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The Shelby Tube Works was the works at which I taade 
my first experiments with a view of making this kind of 
tubes, seamless tubes. 'They had the equipment to carry out 
the ideas that I believed were ultiinately to come in; and Mr, 
Mller, its manager, was in entire sympathy with my views 
regarding this matter. I urged the purchase of that company 
primarily because I wanted to see this idea of rolling all tubes 
seamless fully developed; and I believed that that was the 
place it could be done. The seamless tubes that had been 
made within the Corporation were not, to my mind, made on 
proper economic principles, and I thought that those at the 
Shelby were ; they were progressive, managed by an individ- 
ual, and modem, and I desired to purchase the works on that 
account, and advocated it. 

Me. Dickinson: I object to that as irrelevant and incom- 
petent. 

By Mr. Lindabuey : 

Q. Mr. Schwab, were you attending the meetings of the ex- 
ecutive committee when the Sharon, the Troy and the Clair- 
ton properties were purchased? 

A. I was not. 

Q. How did that happen? 

A. I was ill at the time, and was away for a year. 

Q. So that yoii had nothing to do with the purchase of 
those ? 

A. Nothing whatever. 

Q. Mr. Schwab, a few more questions and I shall have 
finished. 

First, has the Steel Corporation, as a matter of fact, in 
so far as you know, or in so far as you have observed, re- 
strained trade, acquired' a monopoly, or attempted to acquire 
a monopoly in any line of steel manufacture during any period 
of its existence? 

Me. Co'Lton -. Just a moment. That is objected to as calling 
for a conclusion, and involving a question of mixed law and 
facts. 

The Witness : It has not. 
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By Me. Lindabtjry: 

Q. It has not? 

A. To the best of my knowledge they have not. 

Q. Has any influence or any factor ever come into the steel 
industry in this country which has done more or as much to 
foster trade and to stimulate healthy, effective and lasting 
competition as the Steel Corporation? 

A. They have not. 

CROSS EXAMINATION, 

By Mr. Dickinson : 

Q. Mr. Schwab, you spoke of an experiment that you had 
very much at heart with regard to making seamless tubes. 

A. Yes. 

Q. Had you not made that experiment in 1900, and had 
it not proven successful? 

A. No, sir. I had made experiments, but not that experi- 
ment. It was in line with that experiment. 

Q. It was in line with that experiment? 

A. Exactly so. 

Q. At the time the Corporation took over the Shelby Tube 
Company, state whether or not that tube company was a com- 
petitor of the Corporation in the making and sale of tubes. 

A. I don't know. I think that the National Tube Company 
did make some seamless tubes, and I know also that the Shelby 
Steel Tube Company did. 

Q. How about the Standard? 

A. The Standard I do not know about. 

Q. "Was not that controlled by the Corporation at that 
time? 

A. The Standard Tube Company? 

Q. The Standard Seamless Tube Company. 

A. Not that I know of. 

Q. You don't know anything about that? 

A. No ; I do not. Not by that name. 

Q. State whether or not, as a matter of fact, at the time 
the Shelby Tube Company was taken over by the Corporation, 
it was in competition in the sale of tubes for the same com- 
petitive purposes with the National Tube Company 
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A. My recollection is this, that they both made seamless 
tubes, but by different processes. 

Q. Did they not sell them in competition with each other? 

A. Probably they did. 

Q. And in interstate commerce? 

A. I don't know about that. 

Q. Where did they sell them? 

A. They sold them all over the United States. 

Q. "Where did the Shelby Steel Tube Company sell them? 

A. I suppose in the same way. I don't know. 

Q. All over the United States? 

A. Yes. 

Q. Was there no other way you could carry out this pet 
scheme of yours for experimenting without the taking over 
by the Steel Corporation of a competitor? 

A. I could have built another steel works. 

Q. You could have built another steel works ? 

A. Yes. 

Q. When did your work in the steel business begin? How 
far back? 

A. 1880. 

Q. From that time have you devoted all of your time and 
faculties to that business? 

A. Practically all; with the exception of one year that I 
did not. 

Q. You have testified to a very wide and detailed knowl- 
edge of that business. A part of it, I presume, was acquired 
by your own experience, and a part by information derived 
through trade papers, and otherwise? 
A. Of course. 

Q. You have alluded to trade papers, the Iron Age and the 
Trade Review. 
A. Quite so. 

Q. Were those papers the chroniclers of the times in that 
line of business? 

A. As a rule they were. They are the chief trade papers. 
Q. And were they accepted generally by men in that line 
of business as faithful exponents of what transpired in the 
business from time to time? 

A. I think that could be safely said, yes. 
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Q. Did that apply to the starting up of new enterprises 
and the development of new manufactures in different lines 
of business? 

A. Yes. 

Mr. Lindabury: That is objected to as irrelevant and im- 
material. 

By Mr. Dickinson : 

Q. Did it apply also to the question of prices, the prevailing 
prices at the time? 

A. It did. 

Q. And the announcement of prices? 

A. It did. 

Q. I understood you to say that when you were president 
of the United States Steel Corporation you would from time 
to time announce to them what the prices were ? 

A. It was the custom of the representatives of these pa- 
pers then, and it is the custom today, to call at the offices 
of all steel companies for information relative to the trade, 
and when they called, I gave them this information, and do 
today.. 

Q. And you knew that it was given for the purpose of 
'being announced to the trade? 

A. Exactly so. 

Q. Arid for the trade to rely upon the authenticity of 
those statements ? 

A. Yes. 

Q. Has that been continued down to the time, say, of the 
filing of the petition in this case, October 26, 1911, by the 
Steel Corporation? 

A. That I do not know. 

Q. Do you see announcements made from time to time? 

A. They were not in the form of announcements. This 
information was never published as an announcement. 

Q. I understand that it was not as an announcement made 
by the Corporation themselves, but it was an announcement 
made by these trade papers based upon information they ob- 
tained from these different manufacturers? 

A. Of course ; but I cannot speak of that since my connec- 
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tion with, the Corporation. I can only say that for our own 
business we follow the same practice today. 

Q. You have spoken of pools and combinations! 

A. Yes. 

Q. Prior to the formation of the United States Steel Cor- 
poration. I will go into that, Mr. Schwab, with some degree 
of detail, and, I fear, with a little prolixity. 

Mb. Ljindabury: What volume have you in your hand, 
Judge? 

Mb. Dickinson: Volume III, page 978, 

Mb. Sevebance: Volume III of the exhibits'? 

Mb. Diokinson : Yes ; Volume III of the Government ex- 
hibits. 

By Mb. Dickinson : 

Q. Going back as early as October 6, 1893, or, say, in 
1893 — because the particular date you would probably not be 
able to burden your mind with: State whether or not at 
that time the Illinois Steel Company was a competitor and 
rival of the Carnegie Steel Company, and if so, in what lines 
of business? 

A. In 1893 I was manager of works and had nothing to 
do with the business of the company. Therefore I would not 
be competent to give you an opinion on that. 

Q. Your initials are "C. M."? 

A. Yes. 

Q. There were two Mr. Schwabs. That is the reason I 
called your attention to that. 

A. Yes. 

Q. It appears from the minutes in evidence of the Car- 
negie Steel Company, Limited, that at a meeting of October 
6, 1893, at which, you, among others were present, a letter 
was read from Mr. Andrew Carnegie. I refer, now, to pages 
978 and 979, where the following appears: 

"The position of the Illinois S'teel Company is that of 
a rival which has deliberately gone into all our lines, plates, 
structural steel, etc., and now, ia my opinion, is the time to 
cause them to delay spending money to compete with us. I 
think you had better take $2.50 per ton for the lO^OCC' tons 
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of rails they owe you than miss getting anything. It is too 
bad that we should be beaten a second time in dealing with 
that concern. 

"Unless our competitors agree to let the concern make 
the rails which offers to make them at the lowest price, put- 
tiQg all above it into a common fund to be divided according 
to present percentages, then it does seem to me, you should 
tell all of them, and especially our good friends the Illinois 
Steel Co., that we must go along next year and take contracts 
for rails in Chicago just as we do for beams. ' ' 

A. That sounds like Mr. Carnegie. 

Q. Does it sound like the truth"? 

A. I think that is the truth. 

Q. Then, Mr. Schwab, at that time the Illinois Steel Com- 
pany and the Carnegie Company were competitors in the 
lines just mentioned, and selling in each others' territory, 
were they not? 

Me. Lindabuky: I object, because the witness has said, as 
I understood him, that he had no familiarity with the business 
at that time, and therefore could not speak from knowledge. 

By Mb,. Dickinson : 

Q. I call the attention of the witness to the fact that he 
was present at this meeting; and since that I understand 
him to say that in his opinion the statements there made were 
true. 

A. True as written by Mr. Carnegie. 

Q. And they are the facts as stated? 

A. Mr. Dickinson, I have no personal knowledge that 
would enable me to say that those facts were true. While I 
was a member of tlie board of directors of the Carnegie 
Company, I ^xas there because of my practical knowledge of 
the business, and I had never had anything at that time to 
do with the business of the board, with the negotiations or 
business part of the affairs of the company. 

Q. And, although you were there in the capacity of a 
director — 

A. I was. 
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Q. You say that you had no knowledge of who werd the 
competitors of the com.pany at that time? 

A. Yes. I knew they were competitors. 

Q. Who were competitors? 

A. All the steel companies were competitors in our lines 
that manufactured the same thing; but I may qualify that 
by saying that while they were competitors, it was not in all 
lines. It was in special lines. For example, they were com- 
petitors in rails, they were competitors to a very small degree 
in bars. 

Q. How about plates? 

A. I do not recall. I think in a very small way they were 
competitors in plates at that time. 

Q. But they were competitors, were they not? 

A. Yes. 

Q. In interstate commerce? 

A. That is, in commerce throughout the United States, yes. 

Q. In structural steel? 

A. Yes; in a small way; a very small way. 

Q. Could they not, under advancing conditions, have en- 
larged their business and their competition in those lines? 

A. Thej^ could have enlarged their works, yes. 

Q. Just like other concerns have been in recent. years en- 
larging their works? 

A. Certainly; just as we did. 

Q. Then they were actual competitors and they were po- 
tential competitors, were they not? 

A. To the extent that I have answered you, yes. 

Q. Mr. Schwab, I will ask you whether or not there was 
an agreement entered into in 1893 between the Illinois Steel 
Company and the Carnegie Steel Company, Limited, of Pitts- 
burgh, to begin on January 1, 1894, and continuing during the 
year 1894, by which — 

"all sales of rails for 1894 delivery, whether made by 
the first party or the second party, shall be divided equally 
between the parties hereto, to the end that each party shall 
roll and ship the same percentage of the combined sales. 
Sales, so far as is possible, are to be made so as to avoid 
transfers of contracts from one party to the other. 
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"Second: The amount received for rails shipped by the 
Illinois Steel Company exceeding an average of twenty-two 
dollars per gross ton on cars at works, after deducting all 
freight and commission actually paid, and adjustment of in- 
terest on time sales ; and the like amount received by The 
Carnegie Steel Company, Limited, exceeding an average of 
twenty-one dollars per ton shall be divided equally between 
the parties hereto; statements to be rendered monthly and 
the final settlement and payment of net balance to be made 
on 25th day of following month." 

Mr. Lindabuby : That is objected to as relating to a period 
anterior to the organization of the Steel Corporation, the Fed- 
eral Corporation and all other defendants except the Car- 
negie Company; and also as calling for the contents of a 
written document. 

The Witness : Just what was the question, Judge 1 What 
was there about it you wanted me to answer? 

By Me. DickinsO'N : 

Q. To answer whether or not, at or about that time, there 
was such a contract? 

A. I had nothing to do with the agreement, but I had 
knowledge that such an agreement did exist. I knew that 
there was such an agreement. 

Q. And it was operated under by those two companies? 

A. To the best of my knowledge it was ; although I have 
no way of personally knowing, other than the agreement as 
set forth in the minutes. 

Q. This agreement was set forth in the minutes of a meet- 
ing at which you are recorded as being present. 

A. I say I have knowledge of such an agreement. 

Q. You have knowledge of such an agreement"? 

A. Yes. 

Q. Now, state whether or not in 1893 there was a com- 
bination bet\^een the Carnegie Steel Company, Limited, the 
Illinois Steel Company, the Lackawanna Iron & Steel Com- 
pany, the Cambria Iron Company, the Pennsylvania Steel 
Company, the Maryland Steel Company and the Bethlehem 
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Iron Company by whicli they agreed to an apportionment of 
tlie percentage of rails manufactured by tbem,. 

Mr. Lindabury: I object to that question because it 
relates to a period before the organization of any one of the 
corporations defendant in this cause. 

By Mr. Dickinson : 

Q. I call ypu,r attention, before answertng that, to the 
fact that of these companies mentioned here the Carnegie 
Steeji , Corp,pany,, Ifinp,ited. and the lUiiipis Steel Qompany af- 
terwards went into the Corporation — did they not? 
A. Yes. 

Q. "Was there such, an agre,emeint| by which the percent- 
ages of rails produced by all of them, was apportioned! 

A. Mr. Dickinson : I have no definite knowledge of it, be- 
yond what you read in the minutes ; but I had general knowl- 
edge that such an a,greement did exist. 
Q. Between those companies? 
A. I had nothing to do with it. 
Q. But you had I knowledge, as a director? 
A. I had knowledge that there was such an agreement. I 
could not testify beyond that. 

Q. And that the Carnegie Steel Company and the Illinois 
Steel , Company were parties to it? 
A. That is my information. 

Q. Who were, the largest manufacturers of rails at that 
time, of those I have mentioned? Mention the two largest. 

A, I think the Carnegie Company and the Illinois Steel 
Company. 

Q. Those were the, two largest of those named? 
A. Yes. 

Q. Mr. Schwab, do you know anything about a guarantee 
entered into to the Colorado Fuel & Iron Company by the 
Carnegie Steel Company, Limited, in about the year 1897 in 
regard to a rail pool existing between the Colorado Fuel & 
Iron Company and the Illinois Steel Company and the Car- 
negie Company? 

A. Yes ; I know of that. 

Q. Just state, in, general- terms, what that was about. 

A. I can not tell the details, of. it. 
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Q. What was the character of the arrangement existing 
between them? 

A. An arrangement by which they were to be guaranteed 
a certain percentage of the rails. That is the only one I re- 
member. 

Q. The Carnegie Company was situated in Pittsburgh? 

A. Yes. 

Q. The Illinois Company was situated where? 

A. In Chicago. 

Q. And the Colorado Fuel &I Iron Company was situated 
at Pueblo? 

A. Yes. 

Q. You have testified that there were certain zones of ter- 
ritory in regard to rails ? 

A. That is right. 

Q. But, notwithstanding the existence of that potential 
fact, you did at that time have a rail pool between those three 
companies situated as remotely from each other as has been 
stated? 

A. I don't know that there was, although that would be 
quite natural. I do not know that that was one of the number 
of pools that did exist. I can not recall that ; but I do know 
that that would be a natural thing to do, because the Ilhnois 
Steel Company would not want to ship rails to Denver, and 
the Colorado Fuel Si Iron Company would not want to ship 
rails to Chicago; so that it was an economic and natural 
thing to do. 

Q. And the Illinois Steel Company would not want the 
Carnegie Company to ship rails to its territory? 

A. No. If there had been no agreement, they would have 
each shipped to each other's territory. 

Q. That is to say, they would have been competitors? 

A. They would have shipped to each other's territory. 

Q. And sold against them? 

A. They would have shipped to each other's territory, and 
each man, in the end, would have made the same amount of 
rails. That is the point I desire to make. 

Q. If there had been no agreement made, you say they 
would have sold in each other's territory? 

A. A certain amount undoubtedly. 
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Q. And this agreement prevented them from doing it, did 
it? 

A. Certainly. 

Q. State whether or not in 1996 the Illinois Steel Com- 
pany and the Carnegie Steel Company were competitors in 
beams and channels in interstate commerce. 

A. I think the Illinois, my recollection is, made a very 
small amount of beams and channels in that period. They 
made some. 

Q. And they could have made more? 

A. If they had enlarged their plant. 

Q. If they had enlarged their plant? 

A. Yes. 

Q. Was there anything to prevent their business growing? 

A. Nothing whatever, 

Q. And they did sell these things in competition with each 
other at that time? 

A. They did. 

Q. In interstate commerce? 

A. "When you say "interstate commerce" 

Q. I mean outside of the states where they were manufac- 
turing, in other states. 

A. Of course. 

Q. And in competition with each other? 

A. Certainly. 

Q. How about the Pencoyd Company at that time; did 
they manufacture beams and channels? 

A. They did. 

Q. Where did they sell them? 

A. How did you express it — in interstate commerce? 

Q. Interstate commerce? 

A. Of course. 

Q. In competition with these other companies? 

A. Quite so. 

Mb. Lindabxjby : Mr. Schwab does not recognize any state 

lines. 

The Witness. : There were no such at that time ; we did not 
recognize any such terms. 
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By Mr. Dickinson : 

Q. At that time? 

A. At that time. 

Q. At that time, state "vy^hether or not the Cleveland Roll- 
ing Mill Company was manufacturing beams and channels. 

A. I do not recall that they were ever in agreement with, 
us. 

Q. I didn't ask that. 

A. I do not think they even manufactured; if they had, 
they would have been in the agreement. 

Q. I will read you from page 1014 of Yolume III, a meeting 
of February 18, 1896, at which you are described as being in 
the East at that time, but I will ask you about this. 

A. Is that a minute of the Carnegie Company? 

Q. A minute of the Carnegie Company, and what, I will 
re;a;d frpm is a communication from Mr. Leishmann. He was 
then president of the company? 

A. He was. 

Q. In which he said, at the bottom of page 1014 

Mb. Linpabtjry : One moment. Upon what theory are you 
reading this to him? 

Mb. Dickinson : He was a director at that time, and I want: 
to ask him about certain facts that appear here . 

Mr. Lindabuby: But it appears that he was not present. 

Mb. Dickinson : He probably carried his knowledge around 
with him, as he has shown himself perfectly capable of doing. 

By Me. Dickinson : 

Q. (Beading) "But if it was taken up with all of the manu- 
facturers I hardly tbink it would be practical for us to secure 
the percentage which we would be entitled to on our showing 
for the last year or two ; for while we might be able to show 
that we had made 60 to 70% of all the Beams and Channels, we 
could hardly expect to get over 50% in the pool, as Cambria 
and Cleveland EoUing Mill Company, who have come in within 
the last year or two, would not be satisfied with their showing, 
and Illinois Steel Company would have to be taken care of, foi" 
while they have not cut much of a figure during the last year 
or two on account of the low prices, if the price was put on 
the basis of 1.75 they would either have to be paid to stay | 
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out of the market on a pretty fair percentage, or else the price 
would tempt them to go ahead and improve their Mills and 
come in and take their pro rata of the tonnage. ' ' 

I will ask you whether or not that refreshes your memory, 
and whether or not you now recall that the Cleveland Eolling 
Mill Company at that time was making product in competition 
with the Carnegie. 

Me. Lindabury : Do not answer that question yet; wait 
until I get in my objection. I object to this method of refresh- 
ing the witness 's recollection, by a statement that he does not 
appear to have seen before and that was not made in his pres- 
ence nor by his authority. 

By Me. Dickinsok : 

Q. (Continuing) Does that refresh your recollection? 

A. To tell the truth, I had nothing to do with that agree- 
ment. That was one I did not have anything to do with. 

Q. That is one that escaped you, is it? 

A. Yes. 

Q. But since you have got your mind running along that 
period, I will ask you whether or not you can now recall that 
the Cleveland Eolling Mill Company at that time was a com- 
petitor. 

A. No, sir; I do not recall it. 

Q. Now, I will read you from one at which you were pres- 
ent, pages 1018 and 1019, meeting of the board of managers 
of the Carnegie Steel Company, Limited, February 25, 1896. 
(Reading:) 

"In reply to a question by the Chairman, Mr. Phipps re- 
ported in the matter of export business 

" 'Contracts have been made for 10,000 tons of rails for 
Japan and 3,000 tons for Chili ; and on these lots, as well as 
on the rails for San Joachin, very satisfactory freight rates 
have been obtained. 

" 'The Canada and Mexican Contracts are not yet settled. 
The chances are very good for our getting an order for 10 
to 12,000 tons from the Erie Railroad for prompt shipment, 
and 10,000 tons from the Southern Railroad Company. The 
"Wabash asks for a price on 15,000 tons of rails. We hope to 
get this business at Association price Mill, and also to arrange 
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a transfer from the Illinois Steel Company of 16,000 tons for 
tlie Illinois Central Eailroad.' " 

Now, explain what it means, about a transfer from the Illi- 
nois Steel Company of 16,000 tons for the Illinois Central 
Eailroad Company. 

A. What is the date of that? 

Q. February 25, 1896. 

A. I cannot tell you definitely of my own knowledge, ex- 
cepting that I know — 

Q. From your general knowledge. 

A. That there was an agreement between those companies 
to divide business. 

Q. And it would further intimate — 

A. That they had sold more than we had, and that they 
had to transfer some rails to us to give us the proper amount. 

Q. And that you had sold to the Illinois Steel Company! 

A. No, that they would transfer the order from any rail- 
road to us, to make for them. 

Q. What does it mean when it says "We hope to get this 
at Association price Mill, and also to arrange a transfer from 
the BHnois Steel Company of 16,000 tons for the Illinois Cen- 
tral Railroad Company ' ' 1 

A. The Illinois Central had ordered 16,000 tons evidently 
from the Illinois Steel Company, and they had to transfer 
some order to us to give us our percentage of rails, and they 
gave us that particular order. That is what that means. 

Q. So that under that arrangement you sold in the terri- 
tory of the Illinois Central Railroad Company? 

A. Certainly. 

Q. And that was a sale in the territory? 

A. No, it was a sale of the Illinois Steel Company and they 
transferred the order to us. 

Q. So that they let you sell in that territory? 

Mr. Sevebanoe: No, you do not understand. 
The Witness: You do not understand. The Illinois Steel 
Company made the sale. 

By Mr. Dickinson : 

Q. To the Illinois Central? 
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A. Yes. 

Q. But you furnished the rails'? 
A. We made the rails. 

Q. They let you send your rails into that territory? 
A. Certainly. 

Q. Notwithstanding the question of freight? 
A. Certainly they did ; we had to get an even tonnage of 
rails, and that is the way they did it. 

Mr. Lindabuby: Even if you had to pay the freight! 
The Witness : Certainly. 

By Mr. Diokinson : 

Q. As a matter of fact, the rails made by you did go to 
the Illinois Central? 
A. Certainly. 

Q. And that was not a railroad on which your company 
was situated? 
A. Not at all. 

Q. And you were selling to a railroad company outside of 
and beyond any railroad company there upon which you were 
situated? 

A. Certainly. 

Q. Now, state whether or not, in 1896, page 1033, the Illi- 
nois Steel Company and the Carnegie were competitors in the 
billet business. 

A. In 1896 I think to a very limited extent. 
Q. Well, to what extent? 

A. It would be difficult for me to say. Billets were sold 
by these two companies, to be delivered to finishing mills, and 
I think they were competitors, but to a very limited extent, 
because they would sell to finishing mills in their district, 
while we would sell in ours. 

Q. I will ask you if they were not competitors to such an 
extent that they felt it to their general interest to make an 
agreement with regard to billets. 

A. Yes; the agreement would probably have been of no 
value if made with those two companies only, and it was made 
with all the steel companies. 

Q. I am asking you about those two particularly. 
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A. They were a part of the general agreement. An agree- 
ment between two of them would be of no value. 

Q. But they were in agreement with respect to billets? 

A. Yes. 

Q. And they were competitors with respect to billets? . 

A. I s'o understand it. 

Q. I will read you from that meeting, at which you were 
present. Mr. Leishman says : ' ' We have concluded, during 
the past week, with the Illinois Steel Company, negotiations 
which have been pending since December for a division of 
Bail business, and since April on the Billet business." 

A. Yes. 

Q. Now, you say that was part of a larger agreement? 

A. They usually were; I don't recall.- 

Q. I know, but do you assert that, as a matter 'of fact? 

A. I do not recall this special agreement to which you 
refer. 

Q. Do you mean to say of your own knowledge that there 
were any other parties to that agreement? 

A. I do not know about that. 

Me. Seveeance: Eead down to the end of the page. That 
is hardly fair to Mr. Schwab. 

Mr. Dickinson : I will read that. I will not only read it, 
but I will read it right now, if it will be any satisfaction to 
you. I intended to do it ; I have it marked. 

By Mr. Dickinson : 

Q. I will continue where I left off: "The rail orders are 
to be divided equally between the two companies." 

A. That is right. That was my understanding. 

Q. "Equally between the two companies". Would that 
mean anybody else then? 

A. Well, that special deal with the Illinois Steel Company 
on rails was not the one you referred to on billets. You asked 
me about an agreement on billets, and I told you it was part 
of a general agreement. 

Q. I will read 'on: "Eail orders are to be divided equally 
between the two companies during 1896 and 1897, on a Cob- 
tract similar to those of 1894 and '95, excepting that the basis, 
instead of being $19.00 and $20.00, is $4.00 and $3.00 below the 
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average proceeds of the Rails shipped each month by both 
companies, with a penalty at the end of each year of $3.00 
per ton on any excess of shipments 'over one-half. 

"The billet allotment from the Bessemer Steel Associa- 
tion of the United States, together with such allotments to 
other manufacturers" — 

A. That is the general agreement. 

Q. (Continuing) "together with such allotments to other 
manufacturers as we have purchased, are to be divided equal- 
ly between the two companies, during the years 1896 and 1897 ; 
with the provision, that should the Bessemer Steel Associa- 
tion cease to exist, the sales of Billets by the two Companies 
are to be divided equally during the balance of the two years. ' ' 

Me. Sevbeance : Read the next two lines. 

By Me. Dickinson : 

Q. (Continuing) "This last is simply a working agree- 
ment, and does not cover any p'ooling of proceeds." 

A. Yes. 

Q. What does that mean, "working agreement"? 

A. I must make the same answer to this as to the other, 
that while I have general knowledge I have no particular 
knowledge of this agreement, so I spoke only of a general 
knowledge I have of this situation. The Illinois Steel Com- 
pany and the Carnegie Steel Company, regardless of the per- 
centage or amount they had in the general pool, divided their 
business as a sub-agreement to the other understanding, so 
that if the Illinois Steel Company got 30 per cent and the 
Carnegie Company got 40 per cent, we agreed that each should 
take 35 per cent. 

Q. And that applied to billets? 

A. Evidently, but I do not knov/ anythins: about that, 

Q. Would that indicate that the proposition of the billets 
was very small, if the Carnegie was willing to divide with the 
Illinois? 

A. Yes, it was small. 

Q. It was very magnanimous on the part of the Carnegie 
to allow them an equal division. 

A. That was always our policy. 

Q. From the minutes of the meeting of July 7, 1896, at 
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which you are recorded as being present, pages 1034 and 1035, 
I will read you this, and ask for an explanation of something 
in it. 

Mb. Lindabxjey: May my former objection to this testi- 
mony as irrelevant, particularly because it was before the 
organization of the defendant corporation, be considered as 
Continuing? 

Mr. Dickinson : Certainly. 

Mr. Lindabxjey: And I think I will add the further objec- 
tion that it is not cross examination. 

Mr. Dickinson : Because I am not examining crossly. 

Mr. Lindabuey: That is a further part of it, and on the 
further ground that I did not examine him on these subjects 
on the direct. 

By Me. Dickinson: 

Q. You were examined, Mr. Schwab, as to pools and their 
existence before the formation of the Corporation. Do you 
recall that there were pools 1 

A. Yes. 

Q. Before the Corporation? 

A. Yes. 

Q. Now I am going into that with a little more particular- 
ity, and the reason this is relevant is, I will say to counsel, 
that I am going to bring this right down to the time of the 
formation of the Corporation, and that is why I consider it 
relevant. 

' ' Me. Leishman : I refrained from making any further re- 
marks before the vote was taken as to the present situation 
in the Rail Makers' Association. 

"The Indianapolis people demand what is equal to about 
$400,000.00 for two years, being $70,000.00 rental for two 
years, $150,000.00 per year for two years from May 1st as a 
payment for staying out of the rail business, and a concession 
on each ton of billets they purchase. The Bail Makers' As- 
sociation, after considerable discussion, authorized me to ac- 
cept the proposition if I thought it advisable. I met the In- 
dianapolis people, and understanding from another source 
they are obligated to run the plant, asked to see their lease. 
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They did not refuse to show it to me, but made excuses, and 
I have not seen it yet. If we should make an agreement with 
them, and they should shut the works down, their lease might 
be cancelled, and our payment, which they ask in installments 
in advance, would have been made for nothing. 

"Mb. FiiioK: It is a serious matter, but I would stop nego- 
tiations. It should not disturb the Bail Pool, as they can be 
handled better with the Bail Pool than otherwise. 

"Me. LEisHMAur: If we do not close with them, they will 
probably go ahead and take 50,000 or 75,000 tons of rails, 
which we cannot spare in the present condition of the market, 
and will make a lower price, which the railroads will compel 
us to meet. We are paying out too much blood money, with 
the prospects of the amount increasing. It is costing nearly 
a million this year; maybe a million and a half next year; 
and two millions the next; so that I do not see how the Rail 
Makers' Association can be held together much longer." 

Q. Who are the Indianapolis people? 

A. I do not know anything about it ; I had nothing to do 
with it. 

Q. To what works did that refer? 

A. I do not know to what works it did refer. 

Q. Were there any other factories at Indianapolis making 
rails? 

A, I do not think they ever did. They threatened to make 
rails. 

Q. Were there any that had the capacity to make rails? 

A. I doubt even that. There were times when people in 
the pool that did not make them threatened to make them. I 
think this is one of them. 

Q. When they threatened to make them? 

A. Yes. 

Q. What does this mean, "We are paying out too much 

blood money?" 

A. That is what that means; we were paying too many 

threateners. 

Q. Therefore you were paying people to keep them from 
going into the rail business? 

A. I do not know that they did. 
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Q You did not hand it out? 

A. No. 

Q. But you were a director in the concern that talked 
about doing it? 

A, Yes. 

Q. And you think they did? 

A. I do not know, to my own knowledge, but I think they 
did. 

Q. Mr. Leishman was president? 

A. Yes. 

Q. And he was telling the truth, don't you think? 

Mr. LiNDABUBiY: I object to Mr. Schwab's thought on the 
subject, the speculation is not quite evidential. 

Mk. Diceinson : You are not going to object to thoughts, 
after all you got in. 

Mr. Lindaburt: I object to that as a mere matter of 
reasoning or speculation. 

The Witness: I don't know anything about it; that is the 
truth about it. 

Mr. Lindabuhy: There are thoughts and thoughts, Judge. 

By Mr. DiCKiiirsoisr : 

Q. You do not of your own knowledge know then? 

A. No. When you come to later days I will. 

Q. In 1896 what concern known as Johnson was making 
rails or could make rails? 

A. At Youngstown? 

Q. No, it is called Johnson. 

A. You will have to give me some better clue. 

Q. I will ask you if there was not a concern at Johnstown 
operated by a man named Johnson. 

A. I think there was a street railway rail-making null 
there. 

Q. Didn't they afterwards go into the Lorain Company? 

A. Yes, but they did not make rails. They made what are 
called girder rails for street railways. 

Q. Could they make rails? 

A. I don't think so. They might have done so, but certaia- 
ly not to advantage. 
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Q. I will ask you whether or not this calls it to your mind 
— ^page 1036 — at a meeting at which you were present, Mr. 
Leishman says: 

"The only thing that would increase business, and that 
probably would not be immediately, would be a break in the 
Rail Pool. That is the only place where we are suffering for 
tonnage. With a break in the price, I think Bethlehem, Cam- 
bria, Colorado and Johnson would make very few rails." 

Do you recall now what Johnson he could have referred 
to there? 

A. I can recall, of course, very well a mill there, but to 
the best of my knowledge I never heard of their making rails 
other than girder rails. 

Q. You do not say that they were not capable of making 
it? 

A. With the mill they had. Of course there are many 
people that could make rails, but not commercially. They had 
a mill for making girder rails. 

Q. What do you suppose at that time Mr. Leishman could 
have meant by saying that Johnson would make very few 
rails? 

A. I don't know. 

Q. Was he a well informed man in the business ? 

A. Yes. 

Q. He was president of that company? 

A. Yes. 

Q. How long had he been in the business ? 

A. For a great many years. 

Q. Was he likely to know who were his competitors and 
those capable of making rails? 

Me. LiNDABTJEiT: I object to this cross examination upon 
the credence to be given to Mr. Leishman 's speech or letter, 
which ever it is. You can not prove that a man tells the 
truth by proving that he ought to know the truth. 

By Me. Dickinson : 

Q. I will ask you whether Mr. Leishman was a man likely 
to tell the truth. 

Me. Lindabuby : I object to that question as impertinent. 
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The Witness : I should not like to testify to such things. 

By Mr. Dickinson : 

Q. You should not like to say? If it would embarrass you 
to answer the question, I will not ask it. 

Mr. LaNDABURY : I object to these reflections, at least upon 
a man who is absent. 

Mr. Dickinson : I have not made any. 

Me. Lindaburt: The implication is there. I do not think 
it is seemly or proper. 

By Mr. Dickinson: 

Q. Mr. Schwab, state whether or not in 1896 the Carnegie 
Company, Limited, was doing an export business. 

A. Not to any great extent. They did; they always ex- 
ported some. 

Q. I will ask whether or not at that time they sold rails in 
China. 

A. I think it likely. I do not recall the special sale. 

Q. And in Japan? 

A. Yes ; I think that likely. 

Q. About that period, and at subsequent periods, where 
did they sell rails abroad? 

A. When? 

Q. Not when, but in what countries abroad did they sell 
rails? 

A. They would be apt to seU them in almost any country 
excepting those in which the tariff prohibited their shipment. 
Q". Would that apply to 1896? 
A. Yes. 
Q. To 1897? 
A. Yes. 
Q. To 1898? 
A. Yes. 
Q. To 1899? 
A. Yes. 
Q. To 1900? 

A. To the years ever since the formation of the Carnegie 
Company. 

Q. They were selling generally abroad? 



CHARLES M. SCHWAB. 4221 

A. Yes, but in small quantities. 

^ Q. What other concerns in tlie Ulnited States were selling 
rails abroad during any of those years ? 

A. I can not speak of that from definite knowledge ; I do 
not know. I do not know definitely of any concerns that were, 
but I think it likely that the Pennsylvania Steel Company 
was. 

Q. How about the Cambria? 

A. It is likely that the Cambria Company was. 

Q. How about Lackawanna? 

A. Lackawanna, I think, was not doing business then. 

Q. Not at that time? 

A. No. 

Q. Do you know whether or not at that time your company 
had an agreement with the Illinois Company as to the price 
upon exported rails? 

A. I don't know. 

Q. Did you at any time prior to the formation? 

A. I do not recall that we ever had any agreement about 
export rails. 

Q. I will read this and see if it refreshes your memory: 
September 15, 1896, the Carnegie Company, Limited, a meet- 
ing at which you were present at page 1038 : 

"Mr. Peacock: 'We have taken in the last week four new 
buildings, covering about 3,000' tons. Business is light. We 
are figuring now on Rails for China and Japan. Mr. Leish- 
man had agreed with J. W. Gates on a price of £5. M. Gates 
does not want to keep this agreement, and says today we 
should quote £5-1-6. The price of £5 was positively agreed 
upon in New York, was given in writing to Back & Manson, 
and by them verbally to China and Japan. ' ' 

What company was Mr. Gates president of at that time? 

A. The lUin'ois Steel Company. 

Q. Do you recall anything in regard to any agreement of 
that sort? 

A. No, sir; I don't remember any agreement of that sort. 

Q. I asked you about the Lackawanna Steel Company sell- 
ing rails. I will ask you if the Lackawanna was not making 
rails in 1896, at the period I have just asked you about. 
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A. I do not remember the date, but I think that is likely. 

Q. Yon have changed your mind as to that? 

A. No; you did not mention the specific date, formerly. 
You were going back of that. 

Q. I gave the date. 

A. Then I made a mistake. I thought you referred to an 
earlier time. 

Q. I will ask you if there was not a rail pool in December, 
1896 between the Carnegie Company and the Illinois Steel 
Company and the Lackawanna, the Pennsylvania, and the 
Maryland, the Cambria and the Bethlehem Companies. 

A. There was a rail pool most of the time ; but when you 
refer to that special date, I can not fix that. But, as a gen- 
eral thing, there was a rail pool during all those years. 

Q. At this particular meeting at which you are recorded 
as being present, I will read from page 1067 of Volume III of 
the Government Exhibits: 

"Mr. Fbiok: 'I was present yesterday at the Meeting in 
New York of the Rail Makers. They came to an understand- 
ing among themselves, making some changes in the percent- 
ages of allotments, as follows : 

1897 Old 

Carnegie and Illinois 53.5% 52.78% 

Lackawanna 19. 15.74 

Pennsylvania and Maryland 11. 15.74" 

A. May I interrupt you a moment. Judge Dickinson? 

Q. Yes. 

A. The Lackawanna you referred to was the old Lack- 
awanna Company. I was speaking 'of the new Lackawanna 
Company. I do not say that it was not my mistake, but I al- 
ways had in mind about the two concerns. 

Q. Did that grow out of this ? 

A. Yes, but the one was located in Pennsylvania, while 
the other is located up at Buffalo. 

Q. But it moved over to Buffalo, did it not? 

A. They built new works there. 

Q. But the same concern went over there, did it not? 
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A. I can not tell about that. The same people were in- 
terested. 

Q. The same people were interested? 

A. Yes ; but when you referred to the Lackawanna I had 
in mind the works at Buffalo. 

Q. I will finish reading: 

"Cambria 8.25 7.87 

Bethlehem 8.25 7.87 



100.% 100.% 

"Pennsylvania and Maryland Steel Companies are to re- 
ceive in consideration 'of their reduced allotment $100,000.00, 
payable in quarterly installments." 

Q. Who was to pay that $100,000? 
A. The rest of the rail makers. 

Mr. Lindabuby: Judge, Mr. Schwab asked me to get him 
the date of his election as president of the Carnegie board 
of managers. Do you object to my doing sol 

Me. Dickinson : No. 

Mb. Lindabuby : I just got it f r'om the record. 

Me. Colton : "What is the date? 

The "Witness : December 14, 1897. 

(Whereupon an adjournment was taken until tomorrow, 
Tuesday, May 20, 1913, at 10:30 o'clock a. m.) 



CHAEX.es M. SCHWAB. 4225 

FIFTY-NINTH DAY. 

Empire Building, 
71 Broadway, New York City. 

Tuesday, May 20, 1913. 
Before Special Examiner John Arthur Brown. 

Present on behalf of the United States, Mr. Dickinson 
and Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabury and 
Mr. Bolling. 
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the witness under examination at the taking of the adjourn- 
ment, resumed the stand. 

CEOSS EXAMINATION (Continued.) 

By Me. Dickinson: 

Q. Mr. Schwab, you stated to me a moment ago that you 
desired to make a correction of an answer that you made 
yesterday to a question put you in cross examination. 

A. Yes. 

Q. You are at liberty to make that correction. 

A. I testified yesterday that in a small way the Illinois 
Steel Company was a competitor of the Carnegie Steel Com- 
pany in structural steel. While I have knowledge that they 
did roll light angles and channels, which might ordinarily be 
considered as structural steel, I find in having my attention 
called to it this morning that those sizes were under three 
inches, which is never classed as structural, but as merchant 
bars. Therefore, technically, my evidence was in error when 
I said that they were competitors in structural steel. 

Q. Which one do you refer to? 

A. The Illinois Steel Company. 

Q. You say that they rolled under three inches? 
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A. They rolled three inches and under, in angles and chan- 
nels ; but that is not called structural steel. 

Q. Are you speaking of the Illinois Steel Company or the 
Universal Construction Company? 

A. The Illinois Steel Company. 

Q. How about the Universal Construction Company? 

A. I don't know anything about it. 

Q. You are not speaking in regard to that company, then? 

A. No, sir. 

Q. You are not saying that they were not competitors? 

A. Who were the Universal Construction Company? 

Q. A subsidiary of the Illinois Company. 

A. I do not know it by that name. 

Q. I will ask you, Mr. Schwab, whether or not they could 
have developed into that business with the plant they had and 
the resources they had? 

A. As I answered you yesterday, they might in a very 
small way, in the smaller sizes. They had no mill of sufficient 
size to make the large structural shapes. 

Q. But what I am asking you is, could they not have put 
in those mills? 

A. Certainly. Any one could have built those mills. 

Q. So, while in that particular matter, according to your 
recollection they were not competitors, there was no reason 
why they did not possess all the potentiality of developing at 
any time into competitors in those Unes? 

A. Just as any other manufacturer could have done. 

Q. When we quit yesterday, Mr. Schwab, I was talking to 
you about rail pools in 1896. On page 1067 of Volume III of 
the Government Exhibits, appear the Carnegie minutes of 
December 15, 1896, at which you were present, where Mr. 
Frick is reported as saying : 

"I was present yesterday at the meeting in New York of 
the rail makers." 

Who were the rail makers referred to there ? 
A. I do not know who he referred to there, but it is well 
known who the rail makers of the United States were at that 
time. Their names were read over yesterday. 
Q. He goes on: 
' ' They came to an understanding among themselves. ' ' 
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A. Yes. 

Q. (Continumg reading) "making s'ome changes in the 
percentages of allotments." What rail makers came to that 
understanding at that time? 

A. I do not know to whom Mr. Frick referred there ; but 
fie projbably referred to the other manufacturers of steel rails 
in the United States. 

Q. That is, the Carnegie and the Illinois Steel Com- 
panies ? 

A. Not the Carnegie. 

Q. He represented the Carnegie Company himself? 

A. Yes ; but he said the others. 

Q. Did he refer to the lUin'ois Steel Company? 

A. I cannot say 

Me. Lindabubt : I object to that, upon the ground that the 
witness cannot know what was passing in the mind of the 
speaker. 

Mr. Dickinson: The witness was at that meeting. 

Mr. Lindaburt : That may be. 

By Me. Dickinson : 

Q. I am asking if you do know. I am not saying that 
you do. 

A. I could not speak with definiteness upon what was in 
his mind about that, at this time. I do not recall. If he men- 
tioned it at the meeting, I do not recall it now. 

Q. It appears in the same volume at page 1068, at a meet- 
ing of December 22, 1896, at which you are recorded as being 
present, that Mr. Leishman stated: 

"The Illinois Steel Company and ourselves have agreed 
with the Cambria Iron Company to make a tripartite agree- 
ment on exactly the same lines as the present agreement be- 
tween this Association and the Illinois Steel Company. This 
is to be in effect for 1897, and is on the basis of 

26.75% for this Association ; 

26.75% for the Illinois Steel Co.; and 
. 8.25% for the Cambria Iron Company. ' ' 

Please state whether or not you know of such an agree- 
ment having been entered into at 'or about that time between 
those companies? 
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Me. Lindabuey: I call your attention to what follows, 
which it seems to me you ought to incorporate, for the bene- 
fit of the witness, in your question, should you not. Judge? 

Mr. Dickinson : If you think it will throw any light on the 
matter. 

Me. Lindabuey : I think it does. 

Me. Dickinson: Where is that! 

Me. Lindabuey : The last two lines of the page. 

Me. Dickinson : I will read that. I did not regard it as 
material, hut if counsiel thinks it would put the matter be- 
fore you in a fairer light, I am desirous of doing it. 

The Witness : Thank you. 

By Me. Dickinson : 

Q. (Reading) : 

"Agreements have been prepared by us and are being con- 
sidered by the other two companies. ' ' 

My question is whether at about that time there was a 
tripartite agreement entered into between the Carnegie Com- 
pany, the Illinois Steel Company and the Cambria Iron Com- 
pany by which they divided on a basis of percentage? 

A. I have no definite recollection of that specific agree- 
ment. I think it likely, because we did have agreements 'of 
that kind. 

Q. About that time? 

A. Yes; but I cannot say specifically that this agreement 
was consummated. 

Q. Did you have an agreement that included the Car- 
negie, the Illinois and the Cambria Steel Companies? 

A. My recollection is that we did. 

Q. State whether or not in 1897 the Illinois Company was 
selling rails in the foreign trade. 

A. I do not know; I have no recollection of it. 

Q. Well, I ask you whether or not this refreshes your 
recollection, and then ask you to state. At a meeting of the 
Carnegie Company, Limited, January 12, 1897, you being 
recorded as being in Washington at that time, the following 
appears at page 1070: 

"Me. Leishman: We were notified yesterday by the Uli^ 
nois Steel Company of their willingness to take from under 
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our agreement of last June all foreign rails. This we have 
been trying to accomplish for some time, but Mr. Gates would 
not c'onsent. We have not agreed on some of the details but 
I think it will take effect from today, and apply on sales here- 
after. This will leave the two companies working independ- 
ently as to Canadian rails, as well as those for shipment 
abroad. ' ' 

I ask you now if that refreshes your memory as to that 
date, and to state whether 'or not you know the Illinois Steel 
Company was engaged at that time in selling rails abroad. 

A. I really do not know. I would like to say, in explana- 
tion of my apparent lack of memory, that that was not part 
of my business at that time. 

Q;. You just do not remember? 

A. I do not. 

Me. Lindabtjet: I would like to enter an objection to that 
question, because the minutes read to the witness seem to 
have been entered at a meeting at which the witness is report- 
ed as having been absent, so his memory could not be legi- 
timately refreshed by a reading of the minutes. 

Mr. Dickinson : Well, he says he does not recall, so I have 
n'ot refreshed him. 

Me. Lindabtjey : My criticism, or rather objection, is upon 
the attempt to refresh the memory of the witness by some 
entry that he had nothing to do with. 

By Me. Dickinson : 

Q. When did that rail pool that we have been talking 
about, that existed during 1896 and up into 1897, break, if you 
know? 

A. There were frequent breaks and frequent rearrange- 
ments. It w'ould be impossible for me to state any definite 
pool's beginning or ending. 

Q. When those breaks occurred did you not, Mr. Schwab, 
then sell in the territory of those companies that had been in 
the pool with you? 

A. We did if we could. 

Q. Did you lower your prices to get business? 

A. Yes. 
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Q. And got the business? 

A. Sometimes. 

Q. In their territory? 

A. Sometimes. 

Q. I will attempt to refresh your recollection by referring 
to a meeting at which you are recorded as being present, on 
February 23rd, 1897, which appears upon page 1074 of the 
same volume. Mr. Frick says : 

"In this c'onnection, I think it well that the Board should 
know the exact situation so far as our sales of rails to date is 
concerned : 

"By statement furnished me in detail, at my request, by 
Sales Department, and which I have had figured up by Mr. 
Moreland, I see the total sales of rails prior to February 
10th, was 30,059 tons. Average price we are to receive for 
these at works is $18.46. Sold since February 10th, 592,405 
tons. Average price to receive at works, $16.17; making a 
total of 622,464 tons sold. Average price to receive, $16.28. 

"Mr. Moreland has used the best rates of freight he knows 
of, where there is delivered price ; for instance, $2.40 to Chi- 
cago; $1.60 to Cincinnati; $1.15 to Cleveland. It is thought 
that much better rates can be secured. Of course, anything 
better secured will raise the average price to be received for 
the rails." 

What competitor did you meet in Chicago territory? 

A. The Illinois Steel Company. 

Q. And in Cincinnati territory? 

A. I think the same. 

Q. Aiid in Cleveland? 

A. There we would meet the Lackawanna. 

Q. Did you meet the Uliaois Steel Company in that ter- 
ritory during that period of the break in this po'ol, notwith- 
standing the fact that the rates were against you? 

A. We had to meet them. We named the prices there 
mentioned, approximately. 

Q. Yesterday I asked you about Johnson, and there seem- 
ed to be some doubt as to your recollection in regard to that. 

I would like to read to you from a minute of the Carnegie 
Company, Lunited, October 5, 1897, page 1093, in which you 
are recorded as saying: 
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"I think some of the mills will sell at less than that." 

That referred to being the $20, just mentioned above. 

"Johnson, for instance, will take rails at $19. The Colo- 
rado Fuel & Iron Company has placed extensive orders for 
machinery for the purpose of increasing their capacity in 
rails." 

Do you recall anything about Johns'on now and who he 
was? 

A. I want to say, as I said yesterday, that my recollection 
does not carry me at this time to Johnson's ever making any- 
thing but girder rails, and to this time I have no recollection 
of their making anything but girder rails. 

Q. Do you think that refers to girder rails'? 

A. I am sure that they never were well equipped to make 
in a merchant way the ordinary rails; whether they might 
have made a few rails at that time, ordinary rails, for the 
purpose of getting a participation in a pool, or payment for 
participation in a pool, that is quite likely; but, be assured of 
the fact that the Johnson w'orks had no rail mill built for the 
purpose of making rails, the ordinary railway rails. Their 
business was street rails. 

Q. If they did have the capacity 

A. Or the equipment. 

Q. (Continuing). If they did have the capacity to make 
rails, and such capacity as to be recognized in a pool, was not 
that a rec'ognition that they were competitors and had to be 
dealt with to that extent? 

A. Well, in the formation of these pools at that time it 
was desirable that there should not be any change from the 
price fixed by the pool, even though it were in a few rails. 

Q. But you did not make these arrangements with people 
who did not make rails'? 

A. There were many people in the United States with an 
inferior equipment who could have rolled a few rails, but not 
commercially. They could not do it as a matter of business, 
but they could have rolled a few rails and endeavored to 
establish a percentage or payment for those. That was quite 
a common practice. 

Q. Do you mean to say affirmatively that you knew that 
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Johnson at that time could not have rolled steel rails in com- 
petition with yon? 

A. When you say steel rails in a merchant way, I do not 
believe that they were equipped to do it. 

Q. What do yon mean by a merchant way? 

A. I mean by that, that there were 50 or 150 mills in the 
United States that could have rolled a rail, but they could not 
sell it commercially. That is, at a profit, or expeditiously. 

Mr. Lindabuey: D'o you base your statement that the 
Johnson concern was in a pool on anything other than what 
you have read from the minutes, in the middle of page 1093? 

Mb. Dickinson : I think I want to question him about rails. 
My former inquiry was about rails, and he did not remember, 
and I read this to him to see if it refreshes his recollection. 

The Witness : No, it does not. 

Mr. Lindabury: You incorporate in the question to the 
witness a statement that the Johnson concern was in a rail 
pool. That I think is not indicated on this page, and I was 
wondering whether you had in mind anything else. 

Mr. Colton: I think Mr. Schwab in his answer first as- 
sumed that they were. 

The Witness : Pardon me. I could not believe that John- 
son could have made any rails. That is my best recollection 
of it. 

Mr. Lindabury : I may be in error, but I do not recall any 
reference that shows that they were in a pool. 

By Mr. Dickinson : 

Q. I will read this in that connection : 

"Mb. Peacock: 'We should consider the rail situation, 
with a view to determining what we will do for next year. I 
do not mean to jump into the market, but we get some in- 
quiries which we must answer or lose business. ' 

"Mr. Frick: 'Mr. Gates claims the Illinois Steel Company 
has sold 45,000 tons of rails at $21.00, and said further they 
Would not sell for less. ' 

"Mr. Peacock: 'They quoted $20.50 to Hagerman, of the 
Pecos Valley Railway, and are helping him to arrange a 
loan. ' 
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" 'We have rail orders on our books sufficient to run the 
Edgar Thomson "Works full to July 1, 1898. ' 

"Me. Frick: 'That being the case, we should not sell rails 
at less than $20.00'.' " 

What kind 'of rails did all that refer to? 

A. Standard Bessemer rails. 

Q. And nothing else? 

A. No. 

Q. You follow with this statement : 

"Me. Schwab: 'I think some of the mills will sell at less 
than that. Johnson, for instance, will take rails at $19.00. 
The Colorado Fuel & Iron Company has placed extensive 'or- 
ders for machinery for the purpose of increasing their ca- 
pacity in rails.' " 

A. Yes. 

Q. I will ask you, Mr. Schwab, if it is probable that you 
would have made that statement, even though you do not re- 
member now, without believing at that time that Johnson was 
in a position to make steel rails'? 

A. Well, I do not know what the motive for that state- 
ment was, but I must reiterate what I said before, I do not 
believe that the Johnson company were in a commercial po- 
sition to make rails, and I would be very glad to go back and 
collect the information for you definitely, to see what rails 
they have made. Somebody may know something about that ; 
I do not know. 

Q. Where was the Pecos Valley? 

A. I do not kn'ow; that was some railroad, but I do not 
know its location. 

Q. Was it in Texas? 

A. Somewhere in the Southwest, I think. 

Q. Did your company sell in Texas ? 

A. Oh, yes ; I think we did. 

Q. During that time? 

A. I cannot recall any specific instance, but we sold in 
Texas undoubtedly. We shipped the rails down the river. 

Q. During that period? 

A. I will not say that. 

Q. About that period? 



4234 CHARLES M. SCHWAB. 

A. It is likely that we did. I have not in mind any specific 
example 'of what we did, hut I think it is likely that we did. 

Q. Some question has arisen as to whether or not the Car- 
negie Company was a manufacturer of girder rails. State 
whether or not in 1898, or at any time between that and the 
formation of the United States Si;eel Corporation the Car- 
negie Company did have a plant at which it could manufac- 
ture girder rails? 

A. We rolled a few girder rails about that period on our 
structural mills ; a few. 

Q. Did you limit your output of girder rails? If so, for 
what reason? 

A. I do not think during the period when we made those 
girder rails we had any understanding with anybody aboiit 
girder rails. I think that was probably the reason they wgfj 
rolled, to get an understanding. 

Q. It showed you could do it? 

A. Yes ; but not at a profit. 

Q. But you could have enlarged your machinery and done 
it? 

A. If we had built a new mill, we could. 

Q. You could have done that? 

A. Yes. 

Q. Was there any reason why you could not have baiU a 
new mill? 

A. There is no reason unless it should have been a finan- 
cial one ; and whether we could not have gone into other lines 
with the capital then available to better advantage. That is 
the only reason. From an engineering and a practical point 
of view there would have been no reason why we could not 
have done so. 

Q. Was the Carnegie Company a financially strong con-, 
cern? 

A. Sometimes. 

Q. Was there any reason why, ftom a financial point of 
view, you could not have done it if you had so desired? 

A. At that time I could not say; but I do know that there 
were times when we needed money so badly that I had to stop 
the construction then on hand. 

Q. At what time are you speaking of? 
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A. I cannot recall specific dates, but usually we built 
pretty rapidly, as fast as our money would allow; and when 
stringencies in the, money market came I had often to stop 
those improvements. 

Q. That was only temporary? 

A. Yes ; that was temporary. 

Q. Could you not get all the money you wanted from time 
to time? 

A. I did not have to do with that part of it at that time. 

Q. As a matter of fact, did not they constanly, in what- 
ever lines they chose, extend their business? 

A. I do know that the president and financial managers 
of the Carnegie Company at that time were constantly im- 
pressing me with the difficulty 'of obtaining money for exten- 
sions. 

Q. But you were extending, were you not? 

A. As far as we could get the money. 

Q. And enlarging your works? 

A. Always ; that has been their history. 

Q. On this question of girder rails, I will read you from 
the Carnegie minutes, January 18, 1898, at a meeting at which 
you are recorded as not being present, page 1102: 

"He. Peacock: 'In discussing the Girder Rail situation 
with several of our people, fear has been expressed that we 
would not be able to take care of that business this year, and 
that it would pay us to defer making rails until next year; 
especially considering the number of orders for other prod- 
ucts we are getting. I have taken up the matter with the other 
Grirder Rail Makers, with a view to staying out of the market 
for a consideration, and expect to have the matter closed 
within a few days on terms very favorable to us. 

" 'There seems to be considerable inquiry for 'T' rails, 
but we have no definite orders to report to-day.' " 

Then, at the bottom of the page, Mr. Morrison, in reply 
to the chairman, says : 

"The Girder Rail Mill is too large a Mill to make 'T' rails 
to advantage." 

Then, upon page 1110, at a meeting of March 29, 1898, at 
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wMcli you are recorded as being present, Mr. Schwab is re- 
ported as saying: 

"Me. Schwab: 'We are badly in need of additional ca- 
pacity for building columns. It bas been suggested that we 
buy certain of the tools that will be ultimately needed for 'our 
Fitting Shop, and place them in the building we would have 
used in making Grirder Rails. As the Board is aware, we 
arranged with the other Girder Rail Makers that we would 
not make any Grirder Rails this year. The lowest cost we have 
had on Columns is $16.00 per ton. The lowest price we are 
quoted by other Makers is Ic. per pound, while Mr. Oorey 
figures that with this suggested arrangement at Homestead 
the cost will only be about %c. per pound. Aside from this, 
it will be a great convenience to do the work ourselves. The 
tools needed would cost about $24,000.00. I Would not favor 
doing this as I did not feel confident that this year's arrange- 
ment can be renewed for next year, and that we will not make 
Oirder Rails in '99. "When we do decide to make them, the 
cost of removing the tools will be comparatively small.' " 

Did the Carnegie Company stay 'out of the business of 
making girder rails during any part of the year 1897 or 1898, 
and was it paid a consideration therefor, and who paid it? 

A. I can not tell you what the consideration was, or who 
paid it, or, definitely, whether it was made ; but it is my best 
recollection that it was made and that we did stay out. 

Q. For a consideration? 

A. Yes, sir. 

Q. And that you could have made rails if you had so 
desired? 

A. I will not say that. I do not think we could. 

Q. Who was Mr. Morrison? 

A. He was one of our directors, and the manager of one 
'of our mills. 

Q. What did Mr. Morrison mean when he said : 

"The girder mill is too large a mill to make 'T' rails to 
advantage?" 

A. Just the same as it is the wrong sort of rolls to make 
■girder rails to advantage. It was built to make big struc- 
tural beams, from 15 to 24 inches in height, while a girder 
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rail was six or seven inches, and a 'T' rail five inches. The 
mill was too big for either 'of those products. 

Q. To make girder rails you would have had to change 
the rolls ? 

A. No, you would have had to change the whole layout. 
You would have had to put in a cogging mill, for the purp'ose 
of breaking down the ingot, and a shaping mill and a smaller 
mill for this purpose. 

Q. But you did make some ? 

A. Yes. 

Q. And you stayed out of making them for a considera- 
tion paid by your competitors ? 

A. Evidently. 

Q. Who were the girder rail manufacturers at that time? 

A. My best recollection is that they were the Pennsylvania 
Steel Company at Harrisburg, and the Lorain — I think it was 
called the Lorain Steel Company — at Lorain. 

Me. Gaby: And Wharton? 

The Witness : No ; Wharton only manufactured them into 
frogs and switches, but I think those were the two people ; I 
do not recall any others. 

By Mr. Dickinson : 

0. The Lorain Company became a part of the Federal? 

A. I believe it did. 

Q. Referring to this agreement to stay out of the making 
of girder rails, I will read to you from the minutes of Jan- 
uary 25, 1898, page 1104, at which you are recorded as not 
being present: 

''Me. Peacock : 'We have closed up the girder rail matter, 
of which I spoke last week, receiving $100,000.00 in consider- 
ati'on of which we are to defer, for one year from January 1st, 
the making of girder rails. Out of this we will have to pay 
Wharton $7,500.00 for the cancellation of our contract to sell 
all our 1898 product through him. This leaves us in as good 
shape to begin making girder rails next year as we are now. ' ' ' 

Who was Mr. Wharton? 

A. Mr. Wharton was a consumer of girder rails, who man- 
ufactured them into frogs and switches for street railways. 
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Q. Was he selling your girder rails for you? 

A. No, I think he had a contract to buy them himself; or 
perhaps he was appointed agent to sell. I could not tell 
which. It might have been either 'one. 

Q. It says : ' ' Out of this we will have to pay Wharton 
$7,500 for the cancellation of our contract to sell all our 1898 
product to him." 

A. Yes ; then he was probably appointed our agent to sell 
our girder rails. 

Q. Then you had gone so far that you had made a con- 
tract to pay $7,500 to an agent to sell your girder rails for that 
year, had you? 

A. Yes; evidently. We had to put up a good front to 
carry the thing through. 

Q. And you got $100,000 for it? 

A. Yes ; it was worth it. 

Q. Let us see how you went about putting up a good front. 
Mr. Frick says, on that same page : 

"It seems to me the arrangement is a very good one, 
especially as that mill will have all it can do anyway. Our' 
expenditures so far in fitting up the 33 inch miU for making 
girder rails amounts to $61,000. We get this back and have 
a profit of over $30,000." 

A. That is right. 

Q. So you had spent, then, $61,000 to prepare yourselves 
to make girder rails? 

A. Yes. 

Q. And you refrained from doing it, receiving therefor 
$100,000 for one year? 

A. Yes. I might explain that sixty thousand dollars would 
be for rolls ; not for change of equipment. 

Q. It was $61,000, though? 

A. Yes ; it was $61,000. 

Q. The Carnegie Company sold sheet bars? 

A. We did. 

Q. Did you in 1897, sell sheet bars in the territory of the 
Illinois Steel Company? 

A. I cannot recall specific instances. 
Q. Were you in a position to do it? 
A. We could have done it. 
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Q. "Without recalling specific ins^tances, unless restrained 
by pools, were you not in a position to sell sheet bars at 
that time in that territory? 

A. As a general thing our sheet bars were sold at Pitts- 
burgh, from Toungstown to Pittsburgh, in those mills located 
with Pittsburgh as a center, but not as a rule in the West, 
or in the far east. 

Q. But you did take that business at times'? 

A. Yes ; we tried to take it. 

Q. This minute here says, under date of February 15, 
1898, at a meeting at which you are recorded as not being 
present, page 1106: 

"Specifications are slow in the present condition of the 
market, and we must run the Mills; therefore while we are 
stirring up our customers for specifications, we are also hunt- 
ing new business. 

"We have made a sale of Sheet Bars in the Illinois Steel 
Company's territory, at $16.00' our Works, 4,000 tons; one- 
half to be delivered before July 1st and one-half after that 
date." 

What would you say about the amount of 4,000 tons. 
Would that be a considerable sale ? 

A. No ; that was a very small sale. 

Q. But, in the territory of a competitor, it might make 
them sit up and take notice 1 

A. Yes ; that is right. It was something for us to cheer 
about. 

Q. And something for them to wince about? 

A. Exactly, yes. 

Q. I believe you said, Mr. Schwab, that you did not form 
a foreign pool in rails, and your recollection was that you did 
not get a chance? 

A. That is right. 

Q. Otherwise you would? 

A. I would. 

Q. Let me see if you care to revise that statement upon 
having your recollection refreshed. I will read you the min- 
utes of the Carnegie Steel Company, Limited, March 1, 1898,. 

page 1107 : 

"Mk. Schwab : The English Rail makers have had a meet- 
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ing and have decided to offer the American Manufacturers 
an allotment of 100,000 tons of Rails, including Canada, if 
we will keep out of the foreign market. I told them that allot- 
ment was entirely too small, and that we would not consider 
such an offer. They will probably have another meeting, and 
we may hear from them later. ' ' 

It appears from that that you did have on opportunity, 
did you not? 

A. Not one that I considered satisfactory. 

Q. But you did have an opportunity? 

A. Oh, yes, but 

Q. The trouble about it was that you did not get enough 
out of it. 

A. That is right. 

Q. So that, when you said you did not have a chance to 
go in, you meant a satisfactory one? 

A. Yes. I do not class that as a rail pool. 

Q. What would you class that as? 

A. That only refers to England. There are a good many 
countries that make rails that it would be necessary to get 
into a rail pool, if it was made with foreign countries. There 
is Germany, there is Austria, there is France, there is Eussia 
■ — ^all those countries make rails. 

Q. The English offer, then, did not embrace enough com- 
petitors to be attractive to you? 

A. No. 

Q. And the tonnage of 100,000 was not sufficient for you? 

A. Evidently not. 

Q. You were after something big? 

A. Eight. 

Q. You said they would probably have another meeting: 
"We may hear from them later." Did they have another 
meeting? 

A. I do not recall. There were so many of those things, 
Judge, that I cannot remember. 

Q. It was going on all the time, was it not? And after a 
while it stopped, did it not? 

A. Yes ; it did. 

Q. After the Steel Corporation was formed? 
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A. It started to stop after that. 

Q. Do you recall whether or not in 1898 the Carnegie 
Company 

A. What date is that, Judge? 

Q. October 4, 1898. 

A. Thank you. 

Q. Do you recall whether or not the Carnegie Company 
entered into an arrangement with the Federal Steel Company, 
including the Lorain, to divide this business? 

A. I do not recall that special agreement. 

Q. If not this special one, I will ask whether or not you 
did enter into an agreement with the Federal about that 
time which included the Lorain? 

A. I think it likely, but I cannot say definitely. I do not 
know. 

Mr. Linbabury : To what page are you referring. Judge ? 
Mr. Dickinson: I beg your pardon. I am referring to 
page 1142, though I had not read from it. 

By Mr. Dickinson : 

Q. You think it likely that you did? 

A. I think it likely, but I do not know. I do not recall. 

Q. At that time was the Lorain Company making rails ? 

A. No. 

Q. Or could make them? 

A. They were making girder rails, to the best of my 
knowledge. I do not know that they had rdade rails. 

Q. Did they not have a large rail mill at Cleveland, or 
near Cleveland? 

A. They had a girder mill, but I do not recall that they 
had a rail mill. 

Q. Was it not just built about that time? 

A. A girder mill. 

Q. Do you say that they could not make the standard rail ? 

A. It was not a mill for that purpose. That is my recol- 
lection. 

Q. That is your recollection? 

A. Yes. 

Q. Now, Mr. Schwab, tell us what you know about the 
Empire Rail Company ; what its object was, who participated 
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in the proposed formation of it, and generally what you know 
about it? 

A. The Empire Bail Company was the company that I 
think we all formed with a view of selling the rails. I am 
only trying to recall the name. 

Q. It has been some time since you thought about it, prob- 
ably, so I will read 

A. Thank you very much. 

Q. This is November 14, 1898, at a meeting given on page 
1156 : 

"Mr. Schwab: 'Pursuant to the action of the board in 
leaving in my hands the preliminary negotiations leading up 
to the formation of an Association for the proper controlling 
and regulating the steel rail business, I have had several 
interviews with the presidents of the other companies making 
rails, and have had Mr. Moreland and Judge Reed in New 
York drawing up the formal papers. These are now sub- 
mitted, as follows: 

Charter of Empire Rail Company. 

Agreement between Carnegie and Empire. 

Associated Companies with Lorain. 

By-Laws and Organization of Empire. ' ' ' 

Q. Does that bring back to you who were engaged in that 
enterprise ? 

A. I think practically all the rail makers in the United 
(States. 

Q. You say that you had had several interviews with 
presidents. State with what presidents you had had inter- 
views. 

A. I do not know whether I can recall them all. 

Q. State all that you can recall. 

A. There was Walter Scranton, president of the Lacka- 
wanna, and Mr. Felton, president of the Pennsylvania, and 
the president of the Maryland Steel Company, and Mr. 
Osgood, of the Colorado Fuel & Iron Company, and Mr. Qates, 
president of the Federal Steel Company then, or the Illinois 
Steel Company— what was the exact date? I do not know 
whether it was Federal or Illinois at that time. 

Q. November 14, 1898. 
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A. November 14, 1898, yes. Let me see, what other com- 
panies were on that? Mr. Stackhouse, the president of thc^ 
Cambria Company. I think that is all. 

Q. Did yon have it with the then president of the Federal 
Steel Company, whoever he was? 

A. That is my recollection. 

Q. On page 1158 it sets out the following companies : The 
Carnegie Steel Company, Limited 

A. Yes, I represented that. 

Q. The Federal Steel Company, the Lackawanna Iron & 
Steel Company, the Cambria Iron Company, the Pennsyl- 
vania Steel Company, the Colorado Fliel & Iron Company 
and the Maryland Steel Company. 

A. I named all those. 

Q. You interviewed the presidents of all those companies? 

A. We had a meeting. 

Q. You said several meetings. 

A. "We probably had several meetings. 

Q. State what that Empire Bail Company was formed for? 

A. My recollection is that the Empire was proposed to 
be formed by these various companies for the purpose of 
selling their rails, that all the rail products of these various 
companies were to be sold to the Empire Company and they 
in turn were to sell them for us. They were a selling com- 
pany. That was what was proposed. 

Q. As a company representing all the rail competitors? 

A. Exactly so. 

Q. Eegardless of territory? 

A. This company was to distribute rails to the best ad- 
vantage, to save freight, and so forth. 

Q. And for all of them? 

A. For all of them. I think I must go on and say that 
that company 

Q. I was going to ask you ; I was not going to leave it in 
that way — did that go through or was it dropped? 

A. It was dropped. 

Q. Didn't Mr. Carnegie cause it to be dropped? 

A. He did. 

Q. And did he give, as one reason for it, that he had had 
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interviews with the representatives of the Federal Steel Com- 
pany, and he proposed to make another arrangement? 

A. That was not the reason he gave me. 

Q. Did he make any other arrangement? 

A. I know nothing ahout that. I know of no other ar- 
rangement. I do not recall, at least, any other arrangement. 

Q. I will ask you whether or not this statement on page 
1157, which is a part of your statement, correctly sets forth 
the facts as you understood them at that time. 

"MM. Andrew Carnegie and Henry Phipps, Jr., together 
with a minority of the board, were of the opinion that the 
objectionable features in the plan proposed more than counter- 
balanced the probably financial gain, the items especially dis- 
approved being: 

"The Organization, under the laws of New Jersey, of a 
Corporation which would conduct all the buying and selling 
of Bails during five years. The By-Laws of this Corporation 
being recorded in New Jersey, they would be open to the 
public. It would be a ' Trust, ' and, as such would be attacked 
under the various State laws prohibiting Trusts and discussed 
by the news — and trade papers. Much odium would attach 
to the members of this Corporation, and, if the price of Eails 
were advanced, the almost universal enmity of the Eailroads, 
purchasers of Rails, would be incurred. 

"The placing of the Stock in a Voting Trust, to hold for 
five years, under which each Shareholding Company, regard- 
less of the amount of Stock held by it, would be entitled to 
but one vote, or one Director, in the Empire Rail Company; 
the Shares of Stock of $100.00 each being allotted as follows : 

The Carnegie Steel Company, Limited.. 2950 Shares; 

The Federal Steel Company 2950 

The Lackawanna Iron & Steel Company. 1400 

The Cambria Iron Company 1100 

Pennsylvania Steel Company 900 

The Colorado Fuel & Iron Company 600 

The Maryland Steel Company 100 



Total lOOOO Shares. 
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Thus giving to the Cambria, Pennsylvania, Maryland and 
Colorado Companies, respectively, an equal voice in the gov- 
ernment of the Empire Rail Company with each of the two 
largest Stockholders, and enabling 27% of the Stock to form 
a majority in the Board, and overrule 73%. 

"The payment to the Maryland Steel Company of $200,- 
000.00 per annum for five years, to the Pennsylvania Steel 
Company of $50,000.00 per annum during five years, and to 
a President of $50',000 per annum. 

' ' The Agreement by The Carnegie Steel Company, Limited, 
that during five years it will not make any Girder Rails, and 
that it will not, during five years, make for, or sell to, any 
customer other than the Empire Rail Company Steel Rails 
weighing 50 lbs. per yard or upward, for use on the North 
American Continent, restricting its production of Rails, other 
than for export, to the 29-%% of the total sales of Rails for 
use in North America to be allotted by the Empire Rail 
Company. 

"To which it was replied 'that the anti-trust agitatioTi 
would be but temporary; that Railroad Presidents were will- 
ing to pay a somewhat higher price for rails if they could feel 
tha^ all purchasers were on the same footing, all paying the 
same price; and that the other provisions as to allotments, 
representation, etc., were insisted upon by the smaller Mills, 
and although not entirely satisfactory, were small conces- 
sions made to receive much greater advantages." 

Q. State whether that sets forth the truth of that? 

A. That is substantially my understanding of it. 

Q. Had the papers been signed up! 

A. No. 

Q. I will ask you if they had not really been signed up. 

A. They had been agreed to, but I do not recall that they 
had been signed. 

Me. Lindabuby : I think you ought to complete what you 
are reading, by incorporating the resolution, had you not! 

Me. Dickinson : I will if you desire. I will read anything 
you want. I do not want to get any one-sided evidence of any- 
thing in here. 
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By Mr. DioKiNSOiir : 

Q. I will continue the reading, at Mr. Lindabury's sug- 
gestion, on page 1159: 

"The discussion having closed, the following Resolution, 
offered by Mr. Carnegie, was, on motion (Curry and Wight- 
man), adopted; the vote being unanimous and all present con- 
curring : 

" 'In view of the fact that the Senior Partners in The 
Carnegie Steel Company, Limited, representing two-thirds 
of its Stock, are of the opinion that it is not for the best 
interests of the Association that it should take part in the 
proposed Empire Eail Company organization; Now, there- 
fore, be it 

" 'Eesolved: That the Board of Managers declines to go 
forward with the negotiations or to further consider the 
matter, on its present basis.' " 

, Now, pursuing the same subject, and reading from the 
minutes of November 15, 1898, as they appear upon 1161, at 
which you are recorded as being present, the following ap- 
pears : 

''Mr. Carnegie: 'Since our Meeting yesterday, I have 
given the Bail question and the proposed 'Empire' organi- 
zation much thought, and am now more than ever convinced 
that our decision was right. We should have nothing to do 
with a formal trust of that kind. 

" 'Our President thinks, however, he is so far committed 
to the project that he cannot honorably withdraw.' " 

Q. Who was president then? 

A. I think I was president at that period. 

Q. (Continuing reading:) "I do not take that view of the 
matter, and think the other Presidents do not so regard our 
or their position, especially as each paper submitted bears 
the endorsement, signed by each representative : 

" 'The above form is approved, subject to the action of 
the several Boards of Directors, thereon. I am sorry that 
in my discussion with the President of various details as 
they came up during the preliminary negotiations, my not 
having condemned the project, and the fact that I suggested 
some changes should have led MM. Schwab and Frick to think 
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that I favored it. I did look upon it with some favor as pre- 
sented in parts, but when it was submitted as a whole in 
formal shape, I soon formed the opinion I expressed yester- 
day. I respect Mr, Schwab's feeling in this matter, however, 
and think it is therefore due to him and to Mr. Frick that T 
should personally explain to Mr. Porter, of the Federal Steel 
Company, our apparent change of views, giving him my 
reasons for opposing the plan — reasons also equally forcible 
to him and to his Company — ^and saying, further, that we 
believe an alliance can be effected between The Carnegie Steel 
Company, Limited, and the Federal Steel Company, mutually 
advantageous, much more so than the Empire organization. 
This I will do tomorrow in New York.' " 

"Some discussion followed as to the probable price of 
Rails for next year, and there being no further business, the 
Meeting, on motion, adjourned." 

Doesn't it appear that the representatives of those com- 
panies had actually signed? 

A. What I think we initialed, probably, was an agree- 
ment as to the relative percentages, and I think that was 
all. I know very well that the morning after, or a day or 
so after this, the presidents of these companies were to meet 
in Jersey City and sign the papers, and all did go to Jersey 
City to sign papers. I went there and expressed regret at 
being obliged to withdraw, so that I know the formal papers 
for the completion of the company had not been concluded. 

Q. They had agreed to it I 

A. We had agreed to it. 

Q. And they had initialed it! 

A. I will not say that. If there were any papers initialed, 
it was in regard to percentages. 

Q. But they were there for the purpose of signing it? 

A. Yes. 

Q. The only thing that prevented it was the attitude of 

your company? 

A. So far as I know; I withdrew. 

Q. The arrangement they were going into was substanti- 
ally as has been set forth in this paper? 

A. It was. 
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Q. He speaks here of an alliance, on page 1163, the minutes 
of the meeting of November 22, 1898 : 

"Mr. Schwab: The arrangement suggested by Mr. Car- 
negie between the Federal Steel Company and ourselves has 
been made, and is now in working shape, excepting as to a 
few details in regard to selling. These Mr. Peacock will take 
up tomorrow. The Cambria Iron Company and the Colorado 
Fuel & Iron Company — these being factors in the West- 
will work with us." 

What was the arrangement that was made between your 
company and the Federal Steel? 

A. I know of no other arrangement ever made, other than 
the absolute division of the business. That is the only ar- 
rangement I ever knew, and the Colorado Fuel & Iron Com- 
pany and the Cambria, both being western rail mills, were 
at times made a part of that agreement. 

Q. What was the effect of that? 

A. The effect of that was that we would divide the busi- 
ness and maintain the price; quote the same price and seil 
at the same price. 

Q. What territory did that cover, with reference to steel 
rails ? Practically everywhere in the United States ? 

A. We did not sell rails in the East as a rule. 

Q. Except in foreign markets? 

A. Except in foreign markets, yes. 

Mr. Lijstdabubt: Would you mind right here asking the 
witness where the Cambria Bail mill was located? 

By Mr. Dickinson: 

Q. Yes; where was it located? 

A. Johnstown, Pennsylvania. 

Q. In 1898, or the period preceding or following that, 
state whether the Carnegie Company was making and selling 
sheet bars? 

A. They were. 

Q. In what territory? 

A. I think wherever we could sell them, but mostly in 
Pittsburgh territory. 

Q. You did sell outside of that territory? 

A. I think occasionally we did. 
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Q. What do you call Pittsburgh territory, in that sense f 

A. I should say from Pittsburgh as far west as Shenango 
Valley, Youngstown, and all through there; and then imme- 
diately about Pittsburgh— New Castle. 

Q. How about Indiana? 

A. We might at times have gone to the tin plate com- 
panies in Indiana, but not to any great extent — that is my 
recollection. 

Q. You went there when you wanted business? 

A. We went there when we wanted the business; at a 
profitable price, we would go there. We would go anywhere 
to get profitable business. 

Q. What is the difference between tin plate bars and sheet 
bars? 

A. There is practically no difference in the bar itself. 
They are used for different purposes. Sheet bars are usually 
for rolling sheets that are not tinned. 

Q. But they are practically the same commodity? 

A. Yes ; the steel sheets can be tinned, and the steel bars 
for sheets are rolled to heavier gauges at times. They are 
practically the same product in the unfinished state. 

Q. Do you know about what sheet bars the Carnegie Com- 
pany sold in the years around that period in foreign trade ? 

A. There were some years we sold a good deal, other years 
not much. 

Q. What do you call not much or a good deal, because 
those things are relative? 

A. Yes ; I do not suppose we would average 50,000 tons 
a year for the foreign trade, average. 

Q. How about the domestic? 

A. We would sell more than that; I suppose we would 
sell forty or fifty thousand tons a month, or forty thousand 
tons a month. 

Q. Was that a substantial amount? 

A. Yes, it was. 

Q. And at that time in the foreign business, the way ex- 
port business was done by your people, was 40,000 tons a 
substantial amount? 

A. That was a good order. 
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Q. I do not mean in one single order, but I mean to sell 
that much in foreign business at that time? 

A. In a year ? 

Q. Yes. 

A. I do not so understand it. I would not regard it as 
a particularly large business in unfinished products. 

Q. It was an appreciable business? 

A. It was worth while, of course, 

Q. It was worth while to you and worth while to your 
competitors ? 

A. Oh, yes, of course. 

Q. Now, I will read you, for the purpose of asking in re- 
gard to the arrangement herein referred to, from the minutes 
of January 3rd, 1899, at which you are recorded as being in 
New York. I will read a passage from a letter from Mr. 
Carnegie, appearing on page 1180. 

"The wisest articles I read are those of the Iron Trades 
Eeview of Cleveland. Would you kindly read to the Board the 
part blue penciled enclosed. 

"The feature pointed out is not singular, it pervades all 
Trusts or Combinations of any and every kind. 

"In the case of this Tin Plate Company as in the case of 
the American Wire Company, if our President steps forward 
at the right time and in the right way, informs these people 
that we do not propose to be injured, on the contrary, we 
expect to reap great gains from it, that we will observe an 
"armed neutrality" as long as it is made to our interest 
to do so, but that we require this arrangement; — then specify 
what is advantageous for us, very advantageous, more ad- 
vantageous than existed before the combination, and he will 
get it. If they decline to give us what we want, then there 
must be no bluff. We must accept the situation and prove 
tha:t if it is fight they want, here we are "always ready." 
Here is a historic situation for the Managers to study— 
Eichelieu's advice ;—" First, all means to conciliate; failing 
that, all means to crush." Shakespeare has it: — "First in 
your right hand carry gentle peace"; but after Peace is gone 
the worst policy in the world is "gentle war." 

"We should look with favor upon every combination of 
every kind upon the part of our competitors ; the bigger they 
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grow the more vulnerable Ithey become. It is with Firms as 
with Nations, 'Scattered possessions' are not in it with a 
solid, compact, concentrated force. 

"It was Operating Department Minutes I had in mind — 
today, for instance, they reach me — last Saturday's just in 
second mail today. ' ' 

Q. Who was the president then! 

A. What is the date of that? 

Mr. Lindabtjry : I object to that as irrelevant, except from 
a philosophical and literary point of view. 

Mr. Colton : Mr. Carnegie 's opinion would be enlighten- 
ing from any point of view. 

By Mr. Dickinson : 

Q. What tin plate company was referred to? 

A. I suppose the American Tin Plate Company. 

.Q. Do you know of any other company that could have 
been referred to? 

A. No. 

Q. Or the American Wire Company; is that the same? 

A. The same, the American Steel & Wire Company. 

Q. Was that concern a solid, compact, concentrated force, 
the Carnegie Company? 

A. Solid, compact, concentrated? I suppose you might 
so describe it. 

Q. You accept that as a proper description ? 

A. I think that is all right. 

Q. This was read to you yesterday, on your direct ex- 
amination, from the minutes of April 21, 1901, of the Execu- 
tive Committee of the United States Steel Corporation, Vol- 
ume II, page 560, in regard to steel car construction : 

"Mr. Roberts asks if this company would favor going into 
the enterprize of making steel cars. He is not in favor of 
building a plant until he knew how successful the car was 
going to be. The President stated that he thinks it would 
not be advisable for us to go into the steel car building; The 
Pressed Steel Car Co. is now the best customer the Carnegie 
people has, and that we would not afford to take the position 
of a competitor; that that company pays $100,000 a year to 
the Carnegie Company to keep out of the car business." 
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Now, in this same connection I want to read from the 
minutes of the Carnegie Company, January 16, 1899, Volume 
III, page 1183, as follows: 

"Mr. Peacock: I think while we are on the subject of 
Car Works, it would be well to consider our present position 
with the New Steel Car Combination. They have already ap- 
proached us on the subject of a Contract, and would be will- 
ing to buy probably 1,000 tons of steel a day, provided we stay 
out of the Steel Car Business. I think, under a favorable 
contract, I would favor this, especially since they are reor- 
ganized, and will be in good financial condition and safe to 
sell to." 

Q. Does that refer to the same matter that was referred 
to in the minutes that was read to you yesterday! 

A. I cannot tell you; I do not know whether that refers 
to the same matter or not. 

Q. Did you stay out of the steel car business for a con- 
sideration I 

A. I do not remember that; I do not remember that we 
received a consideration for staying out of the steel car busi- 
ness. I don't think so. We made a contract with them for 
plates. 

Q. What does this mean in the minute read yesterday, 
which I repeated today, "that that company pays us $100,000 
a year to keep out of the car business ' ' f 

A. I don 't know what that refers to ; I have no knowledge 
of that. 

Q. What would this mean: "They have already ap- 
proached us on the subject of a contract, and would be willing 
to buy probably 1,000 tons of steel a day provided we stay 
out of the steel car business." 

A. That would be naturally the case, if they contracted 
with us for all their steel, that we should not become com- 
petitors of theirs in steel as a finished product ; that would 
naturally follow. 

Q. Not only that, but they would pay you $100,000 a yeai 
in money? 

A. If that refers to the contract explained yesterday; I 
think there was no minimum. That was really an option to 
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buy this steel, and this payment was probably a payment in 
lieu of the fact that there was no minimum. That is my recol- 
lection. I do not think it was paid for the purpose of specific- 
ally keeping out of the car construction business. I think 
that would naturally follow in such a case. 

Mr. Lindabuby: I do not think you meant to interrupt 
him, Judge. 

Mr. Dickinson : I thought he had finished. 

By Mr. Dickinson: 

Q. Now, just grind out all the grist you have on that 
subject. 

A. I said, if that referred to the contract, the same con- 
tract as was explained yesterday, if it is the same matter 
in hand, and I think it is, then I think that $100',000 a year 
was paid us in lieu of the fact that there was no minimum 
specified in the contract, and that the price was low, that it 
was represented in the price, and that they had really an 
option, rather than a contract, and that it was not paid spe- 
cifically for keeping out of the car business, but in considera- 
tion of the other features of the contract. 

Q. Have you finished? 

A. Yes. 

Q. Is that just a mere theory on your part? 

A. My best recollection. 

Q. Have you any recollection positively why that $100,- 
000 was paid! 

A. No more than that, other than what I have told you. 

Q. Then it is your construction of what appears here, 
without any recollection of the fact? 

A. Oh, no; I have recollection of the facts, to the extent 
that I have told. That is my best recollection. 

Q. Do you recall the fact that the money was paid? ; 

A. I do not recall the fact that we ever accepted money 
from this company to keep out of the car business. 

Q. Do you know whether the money was paid? 

A. I do not know. 

Q. Do you know whether it was contracted to be paid? 

A. I think it was. 
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Q. I am asking if you are speaking from knowledge, or is 
that just a thought ? 

A. I have not seen the contract lately. Have you the con- 
tract? 

Mr. C'olton: Yes, we have the contract; on page 1201. 
I have not looked it through to see what the provisions are. 

Mb. Lindabxjby : You might read him the 8th. 

Mb. Colton : He would have to read him the whole thing. 

Me. Lindabuby: Do not read him anything unless you 
want to, of course. 

The Witness: What is the date of that contract? 

Mr. Coltox : The 14th of February, 1899. 

The Witness: I do not think it would have been an un- 
usual thing for us to do, to so contract not to do it, just as 
we did in the case of girder rails, but my recollection is thai 
that was not the spirit of this particular contract. 

By Me. Dickinson : 

Q. You say it would not have been an unusual thing for 
you to accept money to keep out of a certain line of busi- 
ness? 

A. Yes ; for instance, just as we did in the case of girder 
rails, and I think it a natural consequence that in a contract 
as large as that, where they bought all their requirements 
from us, they naturally would say to us " You will not become 
competitors in finished product." I think that is a natural 
contract in all business of that character. 

Q. On page 1190, minutes of the meeting of January 24, 
1899, of the board of managers, you being recorded as abroad, 
Mr. Bope says : 

"During the past week we transferred 6500 gross tons 
of L. S. & M. S. Contract to Illinois Steel Company, per 
agreement. 

"All of our own Sales above reported have been included 
in our report of Obligations following, although formal Con- 
tracts for only 209,907 tons have been executed. ' ' 

Q. What does that mean? 

A. Transferred? We had an agreement with the Federal 
Steel Company or the Illinois, as the case may be, by which 
we were to each make the same amount of rails per year; 
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now, if the Carnegie Company sold more than the Federal, 
they transferred such an amount of orders to the Federal 
as would give them the same amount as the Carnegie, or vice 
versa, and that transfer was evidently made with that pur- 
pose and intent. 

Q. That is that the Carnegie Company had sold to the Lake 
Shore & Michigan Southern? — 

A. (Interposing) More rails than they were entitled to 
sell under their agreement. 

Q. And you had transferred them to the Illinois Steel Com- 
pany to fill? 

A. Exactly. 

Q. What was the territory that that was in, — the Lake 
Shore & Michigan Southern? 

A. It might have been of either territory, because the Lake 
Shore bought from both. 

Q. So that there was territory that was equal to both? 

A. Equal. 

Q. What territory as to competition was equal as to both 
of you? 

A. Where the freight rate was equal. 

Q. Just name what that territory would be? 

A. I could not name you any, but if the freight rate from 
Chicago to Youngstown was $1.50 and the rate from Pitts- 
burgh to Youngstown was $1.50, then Youngstown would be 
equal territory; wherever the freight rate was equal, it was 
equal territory. 

Q. On page 1191, of the minutes of January 31, 1899, you 
being recorded as abroad, the following occurred, from a let- 
ter from Mr. Carnegie : 

"The question of Coke purchase was separated when 
option given Federal Steel Company. Let it remain so, be- 
cause the Carnegie Steel Company has had forced upon it far 
more than ever intended, the purchase of Bethlehem Mills, the 
erection of 10 open Hearth Furnaces, is new business." 

What does that refer to, where he says "when option given 
Federal Steel Company"? 

A. I don't know. 

Q. You do not know anything about it? 

A. I do not know. 
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Q. Was H. H. Eogers a director in the Federal Steel Com- 
pany? 

A. Tliat I do not know. 

Q. You knew him"? 

A. I did. 

Q. The Standard Oil man? 

A. Yes. 

Q. In the minutes of January 27, 1899, pages 1255 and 
1256, 1 read : 

"Me. Laudee: But we will have at least as many in 1895 
as in 1898. 

"Me. Schwab: I think so, or even more; but look at the 
prices. The Eail Makers' Association report shows, for the 
7 months ending May 31, 1899, the average proceeds of No. 1 
Rails sold since November 18, 1898, (excepting on our own. we 
have no way of ascertaining the average price on the old Con- 
tracts which were not taken into the Association accounts,) 
to be 

The Carnegie Steel Co., Ltd $17,065 

Illinois Steel Company 18.119 

Cambria Steel Company 18.384 

Colorado Fuel & Iron Company 20.329. 

An equalization of the proceeds gives us a credit for the 
7 months of $100,862.90, increasing our proceeds ; but the fact 
remains that we, and the other Mills, have large tonnage sold 
at low prices, that is prices which are low compared with pres- 
ent quotations — with what is charged for small lots. 

"Me. Laxjdee: It cannot be expected that the Mills can 
make long contracts at present prices. I would advise making 
considerable concessions in order to make sales far ahead. 
This boom cannot continue. The Mills are all busy now be- 
causic every purchaser at low prices is taking every pound of 
Steel he can get, but wait until the snow flies and you will 
see business quieting down. I do not expect any collapse, but 
there is nothing to keep prices up to what they seem to be at 
present. 

"Me. Schwab: For next year we will want not less than 
650,000 tons of Rails; Illinois Steel Company will want the 
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same; the other mills will want not less than 500,000' tons; 
making at least 1,800,000 tons to be sold, but which cannot be 
sold at $25.00." 

Did that set forth at that time truthfully, Mr. Schwab — 
as I have no doubt it did — your understanding of what the de- 
mands would be of these several companies 1 

A. That was my estimate of it, yes. 

Q. That was your estimate of it at that time? 

A. Yes. 

Q. What does this mean? "An equalization of the pro- 
ceeds'"? Just explain that. "An equalization of the pro- 
ceeds gives us a credit, etc. ' ' 

A. I do not know what that refers to. 

Q. I gave you the amount of sales. 

A. Unless there was a pool at that time by which we agreed 
to divide proceeds on an equal basis. That is the only explan- 
ation I can think of. I do not know that there was. 

Q. This statement was made by you ? 

A. Yes. 

Q. That would indicate that there was ! 

A. I could not state that specifically, but that would be 
my— 

Q. (Interposing) That would be your inference? 

A. Yes ; exactly so. 

Q. You have no recollection of that particular instance? 

A. No ; I have no recollection of that individually. 

Q. You did have such arrangements, at times? 

A. Yes ; I am not sure that we had it at that time. 

Q. At times, I say, you had? 

A. At times we did. 

Q. I will ask you whether or not the prices of rails at the 
time this pool existed were not $17 for Pittsburgh, $18 for 
Chicago, and $20 for Pueblo ? 

A. Yes sir. 

Mk. liiNDABTjBY: Where do you get that from. Judge? Is 
that at the top of page 1256 of Government Exhibits, Volume 
III? 

Me. Dickinson : I had a memorandum here of some statis- 
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tics, and I was asking him if he knew. I did^ not read that 
from, this book. 

Mr. Colton : It is from the Iron Age. 

The Witness: I thought that was being read from the 
minutes of the Carnegie Steel Company. 

Me. Dickinson : Do not think that everything I am read- 
ing you is being read from this book, simply because I have the 
book before me. 

(By request, the stenographer repeated the pending ques- 
tion and answer as follows :) 

" Q. I will ask you whether or not the prices of rails at the 
time this pool existed were not $17 for Pittsburgh, $18 for 
Chicago, and $20 for Pueblo. 

"A. Yes, sir." 

The Witness: I thought you were reading those figures 
from the minutes of the Carnegie Company, when we spoke of 
the division. If you ask me the question independently of the 
minutes of the Carnegie Company, I should be obliged to say 
that of my personal knowledge, at this date, I do not know that 
that is correct. 

Me. Lindabuey : That is what I thought might be the case. 
I hope the witness will bear in mind that his recollection is 
what is asked for. 

The Witness: Yes. I did not understand. I thought it 
was a confirmation of the minutes. 

By Mb. Dickinson: 

Q. You spoke yesterday of the papers being the chroniclers 
of the times as to prices, and being accepted as such by the 
trade generally? 

A. As a rule. 

Q. Among those papers you spoke of the Iron Trade Ee- 
view? 

A. And the Iron Age ; yes, sir. 

Q. I will read an article from the Iron Trade Review, 
January 5, 1899, page 9. I can bring the original here. 

Mb. Lindabuey : I do not care anything about that. I do 
not mind your quoting from that publication, from whatever 
is there. 
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By Me. Dickinson: 

Q. The article is as follows: "Pittsburg Iron Trade in 
1898. The low prices in steel rails that prevailed in 1897 con- 
tinued through 1898, the quotation for most of the first three 
quarters of the year being $18, Pittsburg, for standard sec- 
tions. On some transactions there were lower prices than in 
the second half of 1897, and export business was taken at very 
low prices. In the latter part of September the understand- 
ing among the rail mills on prices was broken, several low 
priced sales being made in the Central West. Then, after the 
organization of the Federal Steel Company, efforts were made, 
with much promise of success, toward the formation of a com- 
pany to sell the product of all the rail mills, except one, which 
was to be given $250,000 to cease producing. This fell through 
and in the latter part of November heavy sales were made, 
some of them, owing to the sharp competition of the Lacka- 
wanna Iron & Steel Company for Western business, at $17 
Pittsburg, but the greater portion at the equivalent of $18, 
Pittsburg. The Johnstown, Pittsburg, Chicago and Pueblo 
mills have had an understanding and have maintained prices 
except as against Eastern competition. It is understood that 
the leading rail mills are filled up well into the fall. ' ' 

Is this reference here, "efforts were made, with much 
promise of success, toward the formation of a company to 
sell the product," and so forth, to the Empire! 

Me. Lindabuby : One moment. Do not answer until I have 
an opportunity to object. Have you finished the question. 
Judge? 

Me. Dickinson: Yes. 

Me. Lindabuby : I object to this question, because it seeks 
to refresh the recollection of the witness by reading to him ai 
newspaper article which he did not write, and never saw, so 
far as appears, and therefore can not be properly used to re- 
fresh his recollection ; especially since it is upon a subject with) 
respect to which he was not examined on direct examination. 
I object further, that the article speaks for itself and the wit- 
ness can know no more than others what was in the mind of the 
writer. 
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By Me. Dickinson: 

Q. Now will you please answer the question! 

(By request, the stenographer repeated the pending ques- 
tion as follows:) 

"Q. Is this reference here, "efforts were made with much 
promise of success toward the formation of a company to sell 
the product," and so forth, to the Empire." 

A. It is my best recollection that it was. 

Q. What company was to be given, if any, $250,000 to 
cease producing under this arrangement? 

A. That was the one at Baltimore; the Maryland Steel 
Company. 

Q. Do you know anything about an understanding at that 
time between the Johnstown, Pittsburgh, Chicago and Pueblo 
mills as to maintaining prices or against eastern competition ? 

A. I think there was an understanding of that kind at that 
time? 

Q. Mr. Schwab, in the minutes of July 10, 1899, of a meet- 
ing at which you are recorded as being present, pages 1259 
and 1260, the following appears : 

"Mr. Peacock, as General Sales Agent, submitted the fol- 
lowing Eeport : 

Sales of Standaed Bails Pooled Since Novembee 18, 1898. 

Sales Options Totals 

Carnegie 407,393 407,393 

Illinois 488,859 488,859 

Cambria 118,612 118,612 

Colorado 45,171 1,600 46,771 

Total 1,060,035 1,600 1,061,635 

In forming that pool there referred to, who represented 
the different companies? First, the Carnegie Company? 

Me, Lindabuey: AVhen was it formed? 
Me. Dickinson : This shows the operation since November 
18, 1898. 
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Mk, Lindabury : But nothing as to the date of its forma- 
tion? 

Mb, Dickinson : I am not asking the date of the formation, 
but I am asking who represented those several concerns in the 
formation of the pool referred to herein. 

The Witness : I can not recall that from memory, but as 
a rule, the president of the company represented it. 

By Mb. Dickinson: 

Q. What would that indicate — sales of standard rails 
pooled since November 18, 1898? 

A, That would indicate to my mind the amount of rails 
that each company sold. 

Q. Between those dates? 

A. Between those dates. 

Q. And under a pool operating during that period? 

A. Under a pool operation. 

Q. Had there not been a break before November, 1898, in 
which there had been an open market? 

A. I think so ; yes, there was. 

Q. You do not remember exactly the date when this pool 
was formed? 

A. No ; I do not remember. It was after that break. 

Q, Mr, Schwab, at the meeting of September 19, 1899, the 
same volume, pages 1272 and 1273, the following occurs : 

' ' Mb, Schwab : ' In line with the authority given me, I met 
the other Rail Makers in New York last Wednesday. A new 
Agreement was made for 1900, which, however, in no way in- 
validates the original Rail Agreement between the Illinois 
Steel Company and ourselves, so that in case the new Agree- 
ment falls through for any reason, the original Agreement will 
be operative. The price for 1900 was fixed at $33.00. The 
$1.00 differential between Pittsburg and Chicago was elimin- 
ated. The Lackawanna, the Pennsylvania and the Maryland 
Companies were taken in. The percentages agreed on, com- 
pared with those under the last 'Rail Makers' Association' 
Agreement, were as follows: — " 

Then it sets forth the Carnegie, the Illinois, the Cambria, 
the Colorado, the Pennsylvania and Maryland, the Lacka- 
wanna, and the various percentages; that of the Carnegie 
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being 30 and a fraction, and that of the Illinois 30 and a frac- 
tion. What rail makers did you meet with in New York on 
September 19, 1899, when this new agreement was made ? 

A. According to that, practically all in the United States. 

Q. Who represented those companies? 

A. I do not remember specifically, but usually the presi- 
dent of the company. 

Q. Who for the Illinois Company, then? 

A. It was Mr. Gates. 

Mb. GrAKY : Mr. Buffington. 

The Witness: Pardon me. That was after the Federal. 
That was Mr. BuflSngton. 

By Me. Dickinson : 

Q. What were his initials ? 

A. E. J., I think. 

Q. What position does Mr. Buffington hold now in the 
Steel Corporation? 

A. The same position ; he has the same position as he oc- 
cupied then. 

Q. He has continued right along, has he, in the service of 
that company? 

A. Yes. 

Q. You referred to two agreements there? 

A. Yes. 

Q. One a wheel within a wheel, was it? 

A. Eight. 

Q. Had that continued throughout, notwithstanding the 
breakings of these pools, or not? 

A. Not throughout. That agreement did not continue dur- 
ing that period of destructive competition. 

Q. In 1907? 

A. Yes. 

Q. That was a destructive period, was it? 
A. It certainly was. 

Q. Did you go into the territory, then, of the Illinois Com- 
pany? 

A. We did. 

Q. Did they go into your territory, where they could? 
A. They did. 
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Q. Then that was fixed up by this agreement that you spoke 
'of — by the two agreements? 
A. It was. 

Q. One with them and one with these other people? 
A. Yes. 

Mb. Lindabury : One seems to have in the nature of a re- 
serve, Judge. 

By Me. Dickinson: 

Q. Did you not meet, at times, in the operation of theso; 
pools, other than the presidents of the company? 

A. I do not know that we did. 

Q. Who was Mr. Peacock! 

A. He was vice president and general sales agent of the 
Carnegie Company. 

Q. I will read you from page 1262, the minutes of July 
25, 1899, at which you are recorded as being present. Mr. 
Peacock says : 

' ' Mr. Peacock : While in New York last week I had a con- 
ference with MM. Gary and Porter, and we also had Mr. 
Stackhouse on the telephone, the subject being a sale which the 
Federal Steel Company desire to make of about 40,000 tons 
of Bails, to be made and delivered at the eonvenienoe of the 
Illinois Steel Company during next year, for the Chicago & 
North Western Eailroad. Their idea of price was $29.00 
Chicago. They believe that should be the price for next year 
on such business as comes to us, but that we should not solicit 
any business yet. That would make the price $28.00 Pitts- 
burg. Mr. Stackhouse said $28.00 Pittsburgh was high enough, 
and that he would like to sell half their product at that price. 
I said I did not think it necessary that we should decide how 
much we would sell, as all inquiries are reported to the Board. 
No doubt some of the Eoads will be very willing to cover their 
requirements for next year at that price. 

' ' Mr. Schwab : As I understand the Agreement, while we 
are not to solicit any business, we are to be allowed to sell at 
$28.00 Pittsburg. Is there any objection to this price for such 
business as comes to us?" 
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Did the agreement then existing and therein referred to 
limit you as to the territory where you might sell? 

A. It is not my recollection that it did. 

Q. What does that mean, then, that MM. Gary and Porter 
wanted to talk upon the subject, the subject being a sale which 
the Federal Steel Company desired to make of about 40,000 
tons of rails to be made and delivered at the convenience of 
the Illinois Steel Company during next year for the Chicago & 
North Western Railroad? 

A. I really do not know. 

Q. Was not the Chicago & Northwestern Eailroad within 
their territory? 

A. It was. 

Q. What would this indicate ? 

A. I am not able to say. 

Q. You give no interpretation of it? 

A. No ; I do not know what that was. I do not know what 
that refers to. 

Q. You do not know what that refers to ? 

A. No ; I do not. 

Q. It would indicate, however, an existing agreement! 

A. Oh, yes. 

Q. And that if this was reported truthfully by Mr. Pea- 
cock, that under that there had to be some understanding by 
which that sale could be made? 

A. I think that is true. 

Q. Did you ever meet Mr. Porter at any time ? 

A. Once or twice, but never in a business way in this con- 
nection. I knew Mr. Porter very well. 

Q. What was his position? 

A. I do not know at that time what his position was. He 
was interested with the Federal Steel Company and in rail- 
roads. 

Q. On October 2nd, 1899, at a meeting of the Carnegie 
Steel Company, Limited, page 1374, the following is recorded: 

"Mr. Schwab: The Rail Makers met again last week and 
concluded the arrangement outlined to the Board two weeks 
ago, modifying it, however, so that it is to take effect October 
1st, and to include all the old business from that date. "We 
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also arranged, in a manner which I think will be satisfactory 
to all, the question of selling in excess of the respective pro- 
portions of the different Mills. The Illinois Steel Company 
and Colorado are to confine their sales to Chicago and the 
North-West, we to have the Central West and the South, and 
so on, with the other Mills, the district being divided on the 
basis of actual sales made during the past. I think this will 
work very well. ' ' 

Was not that arrangement with the Illinois Steel Company 
and the Colorado Company one by which you were respec- 
tively to keep out of certain territory ? 

A. My recollection of that arrangement is that instead of 
their selling rails that they might have to transfer to us in the 
East, they could sell their quantity where the least freights 
would be paid by the joint companies, which would result to 
the benefit of both ; but there was no specific division of terri- 
tory. I mean by that specific territory in which they could 
or could not sell; but rather that they were to devote their 
energies in selling to territories where the rails could be de- 
livered with the least freight to either concern. 

Q. But when you state here that under this agreement the 
Illinois Steel Company and the Colorado Company are to 
confine their sale to Chicago and the North West, does not 
that mean that under that agreement they could not sell east 
of Chicago 1 

A. My interpretation of it and my recollection of it is that 
the Illinois Steel Company always sold more rails tTian the 
Carnegie Steel Company. As a rule they transferred rails 
to the Carnegie Steel Company to make the equality. We en- 
deavored to have them sell their rails in Chicago and the West, 
so that the Carnegie Steel Company could deliver its propor- 
tion east of Chicago with the least freight rate. 

Q. But when you say you concluded an arrangement by 
which the Carnegie was to have the Central West and the 
South, does that mean what it says? 

A. When you say the Central West and South, that is not 
specific as to a given territory, but rather in that location we 
were to sell our rails. 

Q. In what location? 
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A. The Central West and the Southwest. 

Q. What did you mean by the Central West? 

A. From Pittsburgh to Chicago and from Pittsburgh south 
along the Ohio and Mississippi Rivers. 

Q. Then under that arrangement you were to have that 
territory, were you? 

A. We were to endeavor to sell our percentage of rails, 
but it was not specifically agreed that the other company could 
not sell theirs; rather, that we were to endeavor to sell ou^ 
respective allotments in those territories, because of the sav-. 
ing of freight. 

Q. Did it not contemplate that within that territory you 
were not to sell in competition with each other? 

A. No ; beca,use that made no difference. It did not matter 
whether we sold in competition with each other or not. We 
divided the business. 

Q. So that there was, really, no competition? 

A. Certainly not ; not if we had an agreement not to com- 
pete, 

Q. So that the arrangement you had practically destroyed 
competition between those companies? 

A. Between those two companies on that product. 

Q. Mr. Schwab, what do you know about a general selling 
agency that was contemplated in the latter part of 1899 for 
steel rails? 

A. Does that refer to the Empire Eail Company? I do 
not know. 

Q. I will read you this ; it may refresh your mind. In the 
minutes of October 16, 1899, you being recorded as present, 
page 1284, in a communication from Mr. Andrew Carnegie of 
September 28th, occurs the following: 

"In regard to steel rails. The G-eneral Selling Agency 
will place several of the most important lines against us. 
They will aid other parties to go into the rail business. Mr. 
Huntington told me that when he heard that he was to be com- 
pelled to buy from one party, he had resolved not to buy a ton, 
but to give his contract for a period of years to another who 
wished to make rails. ' ' 

What general agency does that refer to? 

A. I do not know, unless it was the Empire Rail Com- 
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pany. I do not know whether the date there would indicate 
that it was or not, and I do not recall any other. 

Q. If it does not refer to that, you do not know what it 
does refer to ? 

A. I don't know what it does refer to. 

Me. Lindabuky : Are you not going to read what follows ? 
Me. Dickinson : Yes ; if you wish. 
Mb. Lindabuey : I do. 

By Me. Dickinson : 

Q. Following what I read is the following : 

"My view is that sooner or later Harrisburg, Sparrow's 
Point and Scranton will cease to make rails, like Bethlehem. 
The Autumn of last year seemed as good a time to force them 
out of businessas any other. It did not prove so. The boom 
came and cost us a great deal of money. This year it seems 
to me the chances are all in favor of high prices for raUs, upon 
which Eastern concerns can live. It is not a good time for us 
to fight. Therefore, I favor making arrangements this year, 
but it should be upon a basis very different from that which 
has prevailed with Eastern Mills, which had an unfair pro- 
portion. ' ' 

What does he mean there when he says : * ' The Autumn of 
last year seemed as good a time to force them out of the busi- 
ness as any other." 

A. I do not know. 

Me. Lindabuey : I object ; the witness can hardly tell what 
was in Mr. Carnegie's mind. 

Me. Colton : You asked to have it read. 

Me. Lindabuey : But I think it is not fair to Mr. Carnegie. 
I suppose anybody can tell what was in Mr. Carnegie's mind,, 
from reading a letter, as well as the witness can; and there- 
fore my objection is that it speaks for itself. 

Me. Dickinson : I think somebody connected with the com- 
pany could tell a little better about the business, from the let- 
ter, than we could. 

By Me. Dickinson : 

Q. What was the effect of the pool that you hacf in exist- 
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ence between the Carnegie, the Illinois, the Cambria and the 
Colorado, upon the other companies? 

A. I think that would have no serious effect, except prob- 
ably to raise the price of rails generally, getting a better price 

for rails. 

Q. Could they get into your territory at all? 

A. Oh, yes ; they could. 

Q. With this arrangement? 

A. Yes ; certainly. 

Q. In this article I read you from the Iron Age occurs the 

following : 

"The Johnstown, Pittsburgh, Chicago and Pueblo mills 
have had an understanding and have maintained prices except 
as against eastern competition." 

A. That is right. 

Q. Didn't they lower prices when eastern competition at- 
tempted to get into their territory? 

A. I do not know, but it is likely they would; but the East 
would not very well attempt to get into Chicago or the West. 
They would not attempt to do so, in that state. 

Q. How about a fight? 

A. Even then they would be less likely to do so. 

Q. You went everywhere to fight, didn't you? 

A. The Carnegie Company did, but they were a little bet- 
ter equipped to do it than the eastern concerns. 

Q. On page 1288, minutes of a meeting of November 6, 
1899, you being recorded as being in New York, occurred the 
following : 

' ' Me. Peacock : Sales of rails for foreign shipment are not 
included in the above, as the New York Committee has nothing 
to do with these. ' ' 

What was the New York Committee? 

A. The New York Committee? I do not know what he 
refers to as the New York Committee. I do not recall any 
such committee. 

Q. If there was any such committee you have forgotten it? 

A. Yes ; I never heard of it. I think he probably refers to 
the rail pool. As a rule foreign rails were excluded from 



CHARLES M. SCHWAB. 4269 

these pools, and tliat is probably what he refers to. I never 
heard of a New York Committee. 

Q. I questioned you a little while ago as to the distribution 
of territory. It has been some time since those events took 
plaoe. Now I want to refresh your memory by calling atten- 
tion to your testimony before the Industrial Commission, al; 
a period nearer to that time, the date being in 1901. 

Mb. Lindabury : I think that is an error. 
The Witness : No, that is correct, 1901. 

By Me. Dickinson : 

Q. It appears upon page 474 of the Eeport of the Indus- 
trial Commission, 1901, Volume XIII. 

' ' Pools in steel and their industries. 

"Q. (By Mr. Jenks) You spoke in reply to one of the 
earlier questions to the effect that there were sometimes ap- 
parently agreements between the officers of the different com- 
peting companies; so that they sold at the same rates, Pitts- 
burgh and Chicago, to certain places. Will you speak briefly 
with reference to previous pools as they existed before the 
organization of this company? 

"A. The steel rail pools, so-called, were simply agreements 
between the managers at various works to sell steel rails at 
the same price at the same point. 

"Q. For manufactures before the organization of the 
United States Steel Corporation were similar arrangements 
existing? 

"A. Yes; in all lines of business, not only in steel but 
everything else. There were similar agreements known as 
joint agreements to maintain prices. They have existed in 
all lines of business as long as I can remember. 

"Q. Without any distribution of profits? 

"A. There were sometimes questions as to the distribution 
of territory. ' ' 

The Witness : Does that refer to the steel products ? 

By Me. Dickinson: 

Q. All products, you say here. You say "they existed in 
all lines of business as long as I can remember." 

A. Will you read the last part? 
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Q. The next question is : 

"Without any distribution of profits? 

"A, There were sometimes questions as to distribution 
of territory." 

A. That is right. 

Q. That is a correct statement, is it? 

A. It may have been discussed, but to the best of my knowl- 
edge there was never any agreement with reference to the sell- 
ing of steel restricting any party to any territory. 

Mb. Lindabuey : The witness did not say that, as you will 
observe, with regard to steel. He was speaking of combina- 
tions in all industries. 

The Witness: Yes. 

Me. Lindabuey : And the reference was to that ? 

The Witness : Yes. 

By Mb. Dickinson : 

Q. Would not all industries include steel? 

A. Yes, but to the best of my knowledge I recall no agree- 
ment that divided the territory for the distribution of steel. 

Q. What do you mean by steel now? 

A. Any steel products ; that is my best recollection. 

Q. But they were to sell at the same prices at common 
points, were they? 

A. Yes. 

(Thereupon, a recess was taken until 2 o'clock p. m.) 
AFTER RECESS. 

CHARLES M. SCHWAB 

the witness under examination at the taking of recess, resumed 
the stand. 

CROSS EXAMINATION (Continued) 

By Mb. Dickinson : 

Q. Mr. Schwab, at the meeting of the directors of the Car- 
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negie Steel Company, June 6, 1900, which appears om page 
1876 of Volume VI of the Government Exhibits, there appears 
the following: 

' ' Me. Schwab : We shall very soon have to decide the ques- 
tion of whether or not we shall continue in the Bail Associa- 
tion. In a few months the sales of Rails will begin. I do not 
think that we can get the same percentage that we got before. 
The National Steel Company will want ten or twelve per cent. 
If such a request was granted it would reduce us from 30 per 
cent, to, say 26 per cent. We could not run full on such a per- 
centage unless we could secure a goodly tonnage of foreign 
business." 

I shall stop there unless you want me to read further, Mr. 
Lindabury. 

Mb. Lindabuby: Did you mention the date of that? 
Me. Dickinson : Yes ; I gave the date. 

By Me. Dickinson : 

Q. It speaks of the National Steel Company? 

A. Yes. 

Q. Had that company then become a factor in the rail 
business ? 

A. My best recollection is that they had not started the 
manufacture of rails, but had equipped a mill so to do. 

Q. And they did start, did they? 

A. I think they rolled a few rails ; a very few rails. 

Q. Did they not go into a pool after that with you? 

A. I am not sure that they did. I don't know whether they 
ever became a member of the pool or not. I have forgotten, 
but it is probable that some arrangement was made with them. 

Q. They were in condition to roll rails ? 

A. Yes. 

Q. And you took them into consideration as a competitor? 

A. Quite so. 

Q. And to the extent that their demands would affect you 
by a reduction from 30 to 26 per cent? 

A. Naturally ; we would have to give from our production 
to satisfy them. 

Q. That would be a matter of some seriousness, would it 
not, to your company? 
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A. It would. We so regarded it. 

Q. I got a little further ahead than I intended to. I will 
leave the questions I have asked, however, and will now go 
back a little, in point of time, and call your attention to the 
meeting of April 2, 1900, you being recorded as present. On 
page 1867, Volume VI, Government Exhibits: 

' ' Mr. Bopb : (In reply to the President) : 

' ' The Illinois Steel Company is gaining on us in sales of 
Bails. They have made some recent sales which have put 
them ahead of us in tonnage to a greater extent than is de- 
sired. 

' ' Mb. Schwab : Then there is no reason why Illinois should 
not make some transfers of tonnage to the Ohio Steel Com- 
pany. We made an arrangement whereby the Rail Associa- 
tion is to give Ohio 40,000 tons of Eails to make this year and 
next year we were to consider them as members of the pool, 
the basis of their membership to be agreed upon later. ' ' 

Was not the Ohio controlled by the National Steel Com- 
pany? 

A. At that time, I am not sure. They were ultimately, I 
know, but when you ask for the date, I am unable to say. 

Q. It is the Youngstown plant? 

A. Yes. I can not tell you the date of the formation of 
the National Steel ; that is the only point. 

Q. Then the Youngstown plant was in the pool, and was 
then, or subsequently, under the control of the National 
Steel? 

A. My recollection is that they were considered for a ton- 
nage ; but I doubt if they were considered after that time, and 
I doubt if they made even that 40,000 tons. 

Q. But when you say: "We made an arrangement" 

A. Yes; we made an arrangement; that is right. 

Q. To give them 40,000? 

A. Yes; quite so. 

Q. Then you regarded them as competitors ? 

A. Certainly. 

Q. And they were in a position to compete? 

A. Certainly. 
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Q. And that concern, either then or afterwards, was un- 
der the control of the National Steel? 

A. It was. 

Q. Did that ability to compete continue on the part 'of that 
company? 

A. My recollection is that they changed that mill to a 
sheet bar mill instead of a rail mill. 

Q. They could have changed it back, c'ould they not? 

A. Quite true. 

Q. So that their ability to continue in the rail business 
continued down, did it? 

A. Quite so. 

Q. Down to the time of the formation of the United States 
Steel Corporation? 

A. Yes, sir. 

Q. Mr. Schwab, do you know about the sale of the Key- 
stone property of the Carnegie Company to the American 
Bridge Company? 

A. I do. 

Q. I will read fr'om a statement of Mr. Phipps, which ap- 
pears on page 1867 of the Carnegie minutes, at a meeting at 
which you are not recorded as being present: 

"Mr. Phipps : In regard to the consolidation of the Bridge 
Companies, I expect to be in New York tomorrow and meet 
Mr. Ladd in regard to the matter. I believe all here are aware 
of the fact that J. P. Morgan and Company are looking after 
the consolidation matter, and it now looks as though the com- 
bination was possible. The proposition is to issue $60,000,- 
000.00 Capital at the present time, $30,000,000.00 each of 
common and preferred stock, the $30,000',00O.0O of preferred 
stock issued will represent the plant values as arrived at by 
audit and appraisal and $10,000,000.00 working Capital. Of 
the common stock $15,000,000.00 will go with the 
$30,000,000.00 of preferred stock and the other half, 
or $15,000,000.00 will go to J. P. Morgan and Com- 
pany as commission. The proposition is to take over the Key:- 
stone Bridge Works, plant and real estate, paying therefor 
$2,000,000 of preferred stock and $1,000,000.00 of common 
stock, this Company, in common with other manufacturers, to 
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allow M'organ to hold such stock for a period of eighteen 
months and have a representative on the Board of Directors. 
They also agree to buy from us 51% of the total amount of 
materials used by the Bridge Company." 

State whether or not that states the facts, 

Me. Lindabuet: One moment. I object to reading from 
a record to a witness with the making of which record he had 
no connection, for the purpose of refreshing his recollection. 

By Me. Dickinson : 

Q. You were president of this company at that time? 

A. Yes. 

Q. When the Keystone was sold? 

A. Yes. 

Q. State whether or not that sets forth the basis of that 
transaction? 

A. I only remember that we sold the Keystone Bridge 
Company to the American Bridge Company. I think the rec- 
ords will show the exact terms on which it was sold. I do not 
remember now. There were two or three propositions; one 
was for stock, another was for a certain part cash, and I do 
not remember at this time which proposition ultimately was 
accepted. I think you will fiud, however, that it is a matter 
of record in some of our minutes. We did sell the Keystone 
Bridge Company to the American Bridge Company. 

Q. Coming over now, to page 1869, referring to this prop- 
osition, you say: "I favor the acceptance of this proposi- 
tion." 

A. I did. 

Q. (Continuing reading) : 

"It removes Pencoyd's rolling mill department from com- 
petition with us ; we get one-twelfth in value of aU works, a 
very high price for Keystone, and they take off our hands all 
contracts, and pay us for all materials at Keystone in cash; 
so we run no risk on contract balances." 

A. Yes. 

Q. (Continuing reading) : 

"I told Mr. Ladd at no time that his proposition would 
be accepted, although in talking the matter over with Mr. Car- 
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negie he strongly favored my accepting the proposition forth- 
with. Mr. Roberts, of Pencoyd, told me that many of his rela- 
tives were stockholders of his Company and that a goodly 
number of them were women and that as he was forced to look 
after their interests he did not want to take full payment in 
securities, although so far as he himself was concerned that 
he would do so, but wherever estates were affected he would 
settle 'for cash. If we take stock and should get only $20.00 
per share for our stock we would get all that Keystone is 
worth. ' ' 

Explain how that transaction would remove Pencoyd 's 
rolling mill department from competition with you! 

A. The only way that I can account for it is that Pencoyd 
joined this Bridge Association. We contracted with them 
that 51 per cent of the material was to come to us, and there- 
fore Pencoyd would not become a competitor of the Keystone, 
which belonged to the Carnegie Steel Company. They had a 
rolling mill and a bridge shop. 

Q. And had been in competition with you? 

A. In competition with us; but I do not understand the 
language when it says, "Removes Pencoyd 's rolling mill de- 
partment from competition," because that was not contem- 
plated or made possible by the formation of the American 
Bridge Company. It had nothing to do with the rolling mills. 

Q. The language is "it removed." 

A. I do not see how it did. 

Q. I will give you the exact language. "It removes Pen- 
coyd 's rolling mill department from competition with us." 

A. Yes, but I do not see how that is possible, by any con- 
struction of that deal. 

Q. You were making structural material at that time! 

A. Yes, 

Q. Wasn't Pencoyd naaking structural material at that 
time? 

A. Yes. 

Q. They were in competition with you at that time ? 

A. Yes; they were, but this deal would not remove thena 
from that competition. 

Q. Then did they continue to be competitors? 

A. Certainly. 
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Q. Down to the time of the formation 'of the Steel Corpor- 
ation? 

A. They did. 

Q. Competitors in what? 

A. All sorts of steel for fabrication, for buildings ; struc- 
tural steel. 

Q. Where were they selling? 

A. Everywhere in the East. 

Q. Where were you selling? 

A. Everywhere in the West, but they were selling chiefly 
in the East. 

Q. Selling structural steel? 

A. Yes. 

Q. Everywhere in the East? 

A. Yes. 

Q. As competitors? 

A. Yes. 

Q. Now as to this statement: "If we take stock and should 
get only $20 per share for our stock we would get all that 
Keystone is worth." What condition was the Keystone in at 
that time? 

A. It was not a modern plant ; not my idea of what ought 
to be a m'odern bridge works, and I always wanted to rebuild 
the Keystone Bridge Works. 

Q. What did you get for it? 

A. I don't recall. 

Q;. I mean stock or money? 

A. I don't remember, but I think the records will show. 
I think we got stock. 

Q. I will read your statement, page 1869: 

' ' Me. Schwab : The board may remember that when we had 
this matter up before we had agreed to close on the basis of 
$500,000 cash, balance in securities, and that is the condition 
of affairs today. I did not agree to take all stocks. After 
learning that all companies except Pencoyd and Lassig had 
agreed to sell for stock, that Pencoyd was to be paid for their 
rolling mill in cash, but for bridge works at appraised value 
in stock, I told Mr. Ladd, the promoter, that I would take up 
for consideration his latest proposition of giving us payment 
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in securities alone. I favor the acceptance of this proposi- 
tion. ' ' 

A. I do not remember which we finally accepted. There 
was a lot of negotiation. 

Q. From a meeting of April 23, 1900, at which you were 
present, which appears upon pages 1870 and 1871, I read the 
following : 

"Mb. Peacock: Nothing new to report today. The very 
heavy reduction made in prices by American Steel and Wire 
Company, amounting to one cent per pound, is the subject of 
much speculation as to its effect upon the iron and steel trade 
generally, and we may perhaps have to confront some reduc- 
tions ourselves, although we are still holding out for the 
higher prices. We are to have a meeting of billet makers and 
pig iron ass'ociation in New York tomorrow, and it is my 
judgment that we should vote for the maintaining of prices. 
We are practically protected by associations on everything 
except plates and if a reduction was made in the price of pig 
iron and billets by associations it would certainly cause us not 
only great trouble to secure specifications on high priced con- 
tracts, but no doubt some losses by adjustments in prices as 
well on business booked. Plates is a bad factor in the market, 
just now selling as low as $1.65." 

Mr. Lindabtjry: Before you ask your question, I did not 
hear the page. 

Mb. DiCKmsoN : Pages 1870 and 1871. I gave it to Judge 
Gary, and I thought you heard it. 

By Mb. Dickinson : 

Q. Now, what reductions and on what kind of materials 
was the Carnegie confronted with by the reductions made by 
the American Steel & Wire Company? 

A. I am unable to say. That is Mr. Peacock's quotation 
that you gave? 

Q. Yes. 

A. I do not know just what was in his mind. 

Mb. Gary : They were sellers to the Wire Company. 
The Witness : Yes. But I say I do not know what was in 
Mr. Peacock's mind when he said that. 
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Q. Is it a fact, as he states here, that you were then prac- 
tically protected by associations on everything except plates? 

A. We generally were. 

Q. And were you then? 

A. I cannot tell as to that specific date. There were so 
many of those associations at the time that I cannot speak 
definitely with regard to any one of them at this time. 

Q. At a meeting of July 3rd, 1900, at page 1879, appears 
the following: 

"Me. Schwab: Business has reached a stage that makes 
it impossible to maintain the prices on billets." 

Then skipping, unless counsel desire me to read, I come 
down to this : 

"We are to have another meeting with the Billet makers, 
but I feel quite certain that it will be impossible to hold the 
parties together and maintain the prices." 

Mr. Schwab, at that time, was it not getting more and 
more difficult to maintain these pools? 

A. I could not say that that was true. Of course the 
greater number there were in them the more difficult it be- 
came. 

Q. Were they not getting a great deal of notoriety in the 
newspapers at that time ? 

A. I do not think so ; I do not recall it. I do not recall that 
condition. 

Q. You do not recall it? 

A. No. 

Q. What did you mean when you said that business has 
reached a stage that makes it impossible to maintain prices 
on billets? 

A. I imagine that there was a scarcity of business, and 
each one was getting a little more eager for business, and 
therefore was apt to break away from the agreed price to get 
it. 

Q. Despite the pools? 

A. Despite the pools. 

Q. And that occurred at times did it? 

A. Oh, yes, very often. 
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Q. I will go back and include a part tliat I omitted, from 
page 1879. 

"Business has reached a stage that makes it impossible 
to maintain the prices on Billets. Rails and structural steel, 
I believe, can be maintained ; the question of policy in these 
instances has to be considered. I think it is safe to predict 
that the Pig Iron makers and the Billet makers will not long 
desire to maintain prices. Mr. Butler, of the Pig Iron Asso- 
ciation, informs me that they have sold practically no Pig 
Iron for the past two months. His idea of the price is $15.00 
in the valley, and he thinks also that such a reduction would 
bring out plenty of business." 

What Mr. Butler is that? 

A. I think that refers to Mr. Joseph A. Butler, president 
of the Pig Iron Association of Youngstown, Joseph Butler, 
Jr. 

Q. Really J. G., isn't it? 

A. J. G. Butler, yes. 

Q. At that same meeting, page 1880, appears a communi- 
cation from Mr. Carnegie to the president, so recorded, as 
follows : 

"Yours of June 8th received; the situation is interesting 
and grave. Your remark in the Minutes of 6th 'There is 
question of course that if the business is left open and asso- 
ciations done away with that we can get our full share of the 
business and sufficient to keep our mills going at full speed. 
We should think seriously upon this point' goes to the point. 
In the former depressions we announced our policy, viz : take 
all orders going and run full. Our competitors believed we 
meant what we said and this no doubt operated to clear the 
field. One after the other dropped out ; finally Pennsylvania 
Steel dropped out and only a few remained who could meet 
the lowest prices. 

"We averaged $4.00 a ton profit on all our product in the 
worst of times." 

Now, is it a fact that during these former depressions 
your announced policy was to take the orders coming and run 
full? 

A. Yes. 

Q. And did you do that? 
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A. We did. 

Q. What effect did that have upon your competitors ? Did 
they drop out one after another ? 

A. Many of them did. 

Q. The pace was too sharp for them, was it? 

A. Too fast. 

Q. He continues : 

"We averaged $4.00 a ton profit on all our product in the 
worst of times. ' ' 

State whether or not that is true ? 

A. That is approximately right. 

Q. Now, I will proceed, on the same page : 

"I concur in the policy you are pursuing, trying to keep 
prices up as high as practicable owing to the large number of 
high priced orders on the books yet unfilled. But it is 
probable you will be met by the problem before long whether 
to do as we did before or to continue co-operating with others 
trying to keep up prices. I am inclined to think that in re- 
gard to Rails you may be able to do this although Cleveland 
and perhaps other mills will interfere and even with rails it 
may be our best policy to meet low prices and run full ; struc- 
tural steel, probably one half of all the steel made, at toler- 
able prices would be better than a large amount at lower 
prices and it would be a pity to disturb an agreement that 
has worked so satisfactorily. In plates and all other things 
except these, I can see nothing for it but the old policy. Take 
the orders. 

"I notice that the American Steel Hoop Company are 
taking only 3,000 tons per month from you. That should be 
stopped or we should go into making their product promptly." 

Now, I have asked you about Cleveland, and it occurs here 
again. I will ask you if you know now to what he refers when 
he speaks of Cleveland? 

A. If rails had been maintained at a high price, a mill 
like Cleveland in very depressed times might have made rails. 
That is what it refers to. As a matter of fact they did not. 

Q. What mill is that? 

A. It is the old Cleveland rolling mill I think that he re- 
fers to. That is the only one I know of. 
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Q. Was the American Steel Hoop Company buying from 
you at that time? 

A. Yes ; they bought billets. 

Q. And were they talking about stopping! 

A. No, but they had not ordered much steel from us. If 
they had got down to 3,000' tons per month we supplied them 
with very few billets. 

Q. On the next page, at the same meeting, page 1881, there 
appears a letter to you from Mr. Carnegie, which you pre- 
sented, as follows: 

"Before receiving yours of the 8th I had written you that 
I thought we would have to prepare to make hoops, etc. My 
alvice is to go ahead ; lose not a day ; let your response to the 
action of the Hoop Company be such as will not only give 
them but others a lesson, which I am sure we will have to 
give sooner or later. I do not think that there are many cus- 
tomers for rods remaining and believe that if there are they 
will not exist for a long time. We should not go into rods as 
I see it unless we also go into wire. No use going half way 
across a stream; should aim at finished articles only; it is 
coming to this in all branches." 

Then you proceed as follows : 

"Me. Schwab: I have already expressed my views 'on the 
matter of rails referred to by Mr. Carnegie. For myself I 
do not see that there is anything left for us to do but to build 
a hoop and a wire mill. The American Steel & Wire Company 
have sensed notice on us for cancellation of their contract 
with us. The American Steel Ho'op Company are buying but 
little from us. With the loss of customers that we have sus- 
tained it will leave us in a position to have no four-inch bil- 
lets to make. There does not seem to be any other place at 
present to place them. The contract with the Union Steel 
Company Would not prevent us from going into the wire busi- 
ness. It is very doubtful indeed whether they would take a 
full tonnage from us. It looks very much as though we would 
have to put out steel into the finished article; we formerly 
sold to the constitutent companies of the American Steel & 
Wire Company and the American Steel Hoop Company from 
30,000 to 35,000 tons of billets per month. We have done all 
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that we can to endeavor to get them to take their tonnage 
from ns but so far we have been able to accomplish nothing. 
I do not see how we can stop at wire rods ; I think we shall 
have to finish the wire and nails because there are no custom- 
ers for wire rods at the present time. We have figured that 
a hoop mill will cost about $800,000.00, a rod mill about the 
same amount and a mill to make barbed wire and nails would 
cost about $1,000,000.00, or a total expenditure to go into the 
hoop and wire and nail business, about $2,500,000.00." 

Had you not then, about that time, inaugurated a pohcy 
on account of the falling away of some of your customers, 
notably the American Steel & Wire Company and the Ameri- 
can Steel Hoop Company, to establish works to go into the 
classes of articles that were then being manufactured by those 
companies ? 

Mr. Lindabtjby: Objected to as not cross examination. 

A. Yes, we adopted the plan at that time of building mills 
to finish our own steel that we had formerly sold to those com- 
panies. 

By Mr. Diokinson : 

Q. And to make the same class of products that they were 
then making? 

Mr. Lindabtjby : The same objection. 
A. To make the same class of products that they were 
then making. 

By Mr. Dickinson: 

Q. On the same page, 1882, at a meeting of July 9, 1900, 
Mr. Schwab says: 

"As arranged, I met the Steel people again but we could 
not agree about prices; there is a manifest disposition to 
restrict the output of Pig Iron ; National and Federal agree 
to close down some of their furnaces. Have any inquiries 
for Billets developed?" 

State whether or not that is a fact, that the National and 
Federal had agreed to close down some of their furnaces? 

A. If that is stated there, I think it is no doubt true. 

Me, Lindabtjry: The question is not as to the witness's 
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opinion as to whether that is true or riot, but whether he has 
any recollection on the subject. 

TfiE Witness: I have not. 

Me. Lindabxjey : I must object to expressions of opinion as 
to whether these minutes are accurate or not, and I move to 
strike out such expression of opinion. 

By Me. Dickinson : 

Q. Do you know at any time whether any such agreement 
was made? 

A. I do not recall any agreement at this time that was 
made. I recall no agreement that was made to shut down 
furnaces for restriction of output of pig iron. That natur- 
ally followed. "When the stock of pig iron grew too large at 
these various plants, we always closed down our furnaces. 
It was a natural policy of those companies. 

Q: You say this statement which appears here you have 
no doubt is true? 

A. If it is in the minutes, it is my opinion that it is true. 

Me. Lindabuey: I object. 

By Me. Dickinson : 

Q. I will ask you something about the minutes. I will ask 
you if these minutes did not make a record of the important 
transactions, and if copies of these were not sent to Mr. Car- 
negie in Europe, and if they were not recorded for the pur- 
pose of giving him a true history of the things that trans- 
pired there? 

A. That was the intention of those minutes. 

Q. And you believe that if this statement is credited to 
you there and put down in the minutes, that you stated the 
facts at the time, and that they were true? 

A. I do. 

Q. In a communication to you from Mr. Carnegie, which 
is recorded in the minutes of July 9, 1900, of a meeting at 
which you were present, there appears on page 1884 the fol- 
lowing : 

"We know what we did before and how well we come out 
and I agree with Mr. Lauder entirely that no consideration 
would induce me to not take orders to keep our furnaces go- 
ing. I am disappointed that last minutes say nothing about 
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the lUin'ois Steel Company being 108,000 tons ahead of its 
division ; that is, they owe us 50',000 tons at $20 per ton profit, 
one million dollars. What is the use of making agreements 
if they are not looked after! What are all the petty econo- 
mies that can be made at the mills compared to a loss of this 
kind, incurred simply because the Illinois Steel Company was 
not held up to its agreement? The probabilities are now that 
at the best we will not be able to get our proper amount. Not 
a day should be lost, however, in calling upon the Illinois 
Steel Company to transfer to us 30,000 tons, which is due us 
even after giving the 40,000 tons to the National Steel. You 
can probably force them to do so now but shortly you will not 
be able to do so." 

Was 'or was not the National Steel at that tim.e m the 
pool? 

A. My recollection is that according to the former min- 
utes they had an agreement or understanding tnat we were 
to give them 40,000 tons of rails for that year's work; ?o that 
to that extent they were in the agreement. 

Q. Eeferring, Mr. Schwab, to the plan we discussed a 
while ago for making the products that were made by the 
American Steel & Wire Company and the Hoop Company, I 
read from page 1887, from the minutes of a meeting of July 
16, 1900: 

"Mk. Moueland: I would suggest that we consider the 
propositions separately; that is, take up the Wire and Nail 
plant and then follow with the Hoop plant ; I am not prepared 
to answer for the latter today. 

"Mb. Schwab: Very well, we will do that, and I would 
state that the question I wish to have decided by the board 
now is whether or not we will appropriate $1,400,000 for the 
rod, wire and nail plants to be built at Duquesne Steel Works, 
in accordance with the plans we have made. 

"On motion (MM. Morrison and Gayley), the expenditure 
of $1,400,000, for the erecting and building of a rod, wire and 
nail plant at the Duquesne Steel Works was authorized; tha 
Vote being as follows. Schwab, aye ; Singer, aye ; Morrison, 
aye ; Moreland, aye ; Gayley, aye ; Clemson, aye ; Lauder, no. 
The president announced that the motion was carried." 
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Did that occur? 
A. I did. 

Q. On page 1888, the minutes of the meeting of July 31, 
1900, occurs the following: 

"Me. Schwab: Mr. Hill of the Great Northern told me 
some time ago that he contemplated purchasing 10,000 tons 
of bridge steel but that he would wait until the price reached 
1.50 per pound. Such talk as this has confirmed me in the 
belief that we could get a pretty good tonnage at this figure. 

' ' Mr. Peacock : That price would give the American Steel 
& Wire and the Republic a chance to take the angle business. 
They have been quoting on angles 1.25 for the sizes covered, 
by the pool agreement and for angles under 3 inches not cov- 
ered by pool agreement alm'ost everybody is quoting Ic per 
pound. It makes it rather difficult for us to sell under such 
conditions and keep agreement. 

"Mr. Schwab: I will have a meeting of the structural steel 
men called at once and we will go over the situation and see 
what can be done." 

Were the American Steel & Wire Company and the Car- 
negie Company at that time making angles which were com- 
petitive 1 

A. I did not think they were. I do not think they were. 
There is something there not implied in the minutes. They 
may have made certain special small angles, but as to the 
steel work being done; it was hardly true as to their being 
competitors. 

Q. How about the Cleveland Rolling Mill Company of the 
American Steel & Wire Company? 

A. Yes ; that is where they would make them. 

Q. And could make them? 

A. They could, yes ; but did not. 

Q. And sell them at that price in competition with you at 
that time? 

A. I think s'o, yes. 

Q. They were potential competitors, then? 

A. Yes. 

Q. On page 1889, the minutes of the same meeting, is a 
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communication from Mr. Carnegie to the president as fol- 
lows : 

"Confirming my wire upon the situation let me say that 
all is coming just as expected. There is nothing surprising; 
a struggle is inevitable and it is a question of the survival of 
the fittest. For many years we have seen that the manufac- 
turer must sell finished articles. One who attempts to stop 
half way will be crowded out. We have a great advantage 
over others, running non-union, but I do not believe that we 
shall be allowed to run non-union peaceably unless we give 
our men steady work ; unless we run when others stop as we 
did for some years previous to the boom. The result of our 
decision to take orders and run was a great triumph and has 
given us the position we occupy. I think our policy should be 
the same again. 

"We need to manufacture hoops, cotton ties, steel wire, 
nails, tubes, perhaps other things later as we go on. When- 
ever we do so we have the big trusts at our mercy. Tempor- 
ary arrangements, understandings may be arrived at then, 
but we should place little dependence upon them. Our safety 
lies in being independent and running our business in our own 
way. The agreement that our versatile president made in 
structural was a triumph, think it fair and it may last some 
time, although you will find that big profits in structural will 
tempt 'others into it just as rails are doing. I note that the 
Tennessee Company has taken orders for 70,000 tons of rails 
next year's delivery, open hearth steel. You may be able to 
combine for a year and make an arrangement for rails that 
will be profitable, upon the whole, filling up with billets or 
something else. No objection to this ; but the main rule holds, 
notwithstanding the exception, that we should give our men 
steady work if there are orders in the market. 

"The greatest blow we have received is in the rise of rail- 
way rates and we should address ourselves to rendering these 
impossible. There is no reason why we cannot ship to Con- 
neaut and to western points by boat from Conneaut and I 
would spend a good deal of money and a good deal of atten- 
tion upon this. The mere fact that you begin shipping in that 
way by boat will bring railroads to their sense. I also think 
that something can be done shipping by Erie Canal from Con-. 
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neaut. I think the Lorain or somebody else put a line of boats 
upon the Erie, and I know that a paper manufacturer of Erie 
does all his transportation by line of boats, which he tells me 
costs, him about 75 cents per ton. One shipment to New York 
by canal would give your railroad friends much anxiety." 

At that time was the plan to manufacture hoops and wire 
tubes still under contemplation? 

A. It was. 

Q. Did your plan include anything else! 

A. No ; wire, tube and hoops. 

Q. How about cotton ties? 

A. That is included in a hoop mill. 

Q. Nails. 

A. Yes; they are all wire products and hoops and tube 
products that we had under contemplation at that time. 

Q. What was this agreement that ' ' our versatile president 
made in structural," that was regarded by Mr. Carnegie as 
such a triumph? I know your modesty may restrain you, but 
still we have to get at the facts, even if we do embarrass you 
somewhat. 

A. There were so many of those, Judge, as I stated before, 
that I could not, at this time, differentiate or remember which 
one is there referred to. 

Q. You wore so many laurels of that kind that you can 
not remember which particular one this refers to? 

A. I would not say that, no. 

Mb. Lindabtjrt : That triumphant agreement is printed as 
an appendix to your bill. 

Me. Dickinson : I was just going to call attention to it. 

Mr. Colton : We shall have to go back to get an earlier 
date. 

Me. Lindabuey : No ; that is the one that is printed. 

Me. Colton : No ; they are different in date. This is 1897. 
It is also referred to in the minutes ; both of them. 

Mr. Dickinson : While we are on that, I think I will ask 

you about it. 

Me. Lindabuey : I think that is the one. 
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By Mb. Dickinson: 

Q. Please examine, Mr. Schwab, that agreement which is 
printed in the petition, marked Exhibit B. 

Mb. Lindabubt : My recollection is that there was not any 
between these dates. I may be mistaken. 

The Witness : Yes ; I remember that agreement. 
Mb. Lindabuby: What is its date, Mr. Schwab? 
The Witness: January, 1897. 

By Mb. Dickinson : 

Q. Was the Carnegie Steel Company a party to that agree- 
ment? 

A. Yes; a very large party. 

Q. Was the A. & P. Roberts Company a party? 

A. They were. 

Q. And the Universal Construction Company was a party? 

A. They were. 

Q. Were the Cleveland Rolling Mill Company a party? 

A. They were. 

Q. All of those concerns subsequently went in to the 
United States Steel Corporation? 

A. Not all of them. Jones & Laughlin did not. 

Q. Oh, no 

A. (Interposing.) You mean the ones about which you 
asked me ? 

Q. Yes. 

A. Yes. 

Q. Were the percentages as set forth here correct? 

A. As nearly as I can remember, they are correct. 

Q. Mr. Schwab, please look at the third paragraph whicli 
begins, "First, each of the above parties," etc. 

A. Are you referring to this agreement? 

Q. Yes ; and I ask you to look at the third paragraph in it, 
which begins: "First," and so forth. 

A. "First, each of the above parties," and so forth? 

Q. Yes. State whether or not that correctly sets forth the 
facts as stated. 

A. That is right. 

Mb. Lindabuby : What page in the petition is that on ? 
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Mk. Colton : On page 76 'of the petition. 
The Witness : The third paragraph on page 76. 
Mb.. Lindabuby: Did you read that? 
The Witness : I did. 

By Me. Dickinson : 

Q. Mr. Schwab, upon page 1895 of the minutes of October 
11, 1900, is recorded the following: 

"Mb. Peacock: In the absence of the President I would 
say that he has succeeded in arranging rail matters with the 
Colorado Fuel & Iron Company so that there will be no break 
in the rail arrangement at present. ' ' 

Is that the fact or not? 

A. I do not recall. If it is reported there it must be the 
fact. 

Q. Do you remember that you did at any time make ar- 
rangements with the Colorado Fuel & Iron Company? 

A. I don't remember this specific one. I made a number 
of arrangements with them. 

Q. And this may be one of those that you remember? 

A. Yes. 

Me,. Lindabijey: I 'object to the witness' opinion as to the 
existence of a fact of which he has no memory. 

By Mb. Dickinson : 

Q. I will go back to the meeting of September 25, 1900, 
pages 1892 and 1893, at which meeting you are reported as 
being present, and in which you say : 

"Mb. Schwab: I would like to report that at the meeting 
of the rail manufacturers last week, we agreed upon a divi- 
sion of the business, and practically the same conditions as 
existed during the past year. We have had to take in the 
National Steel Company, giving them ten per cent., of the 
rails sold to be deducted pro rata from all the other members. 
The price of rails was fixed at $26.00 per ton." 

Is that a fact? 

A. I think that is correct, yes. 

Q. On page 1897 of the minutes of the meeting of October 
22, 1900, you are recorded as saying: 
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"I would not go into any arrangement wMch would not 
give us just as large a percentage as on an open market, and 
we can make the price anywhere from $5.00 to $10.00 per ton 
above what we are getting now. There are only ten or eleven 
Plate Mills in the country. We have communicated with all 
of them, and I believe they are favorable to such an arrange^- 
ment. I favor it very strongly for this reason; in the struc- 
tural association we have sold just the same percentage as we 
did in the open market before the association was formed. It 
has been a very profitable arrangement to us, with a tonnage 
as large as if we had not been in the association. 

"I have asked these plate manufacturers to meet me this 
week. ' ' 

Who were the ten or eleven plate manufacturers that you 
refer to there? 

A. Have you a list of them? I can recall them a good 
deal easier if I have a list. I can name most of them. 

Mr. Lindabury: He does not say "manufacturers." He 
says "Plate Mills." That may or may not mean the same 
thing. Judge, 

Mb. Dickinson: Then I will change the word to "plate 
mills. " 

Mr. Lindabury: Ten or eleven plate mills in the country. 

By Mk. Dickinson : 

Q. I will show you exhibit "A" to the petition, page 70, 
and ask you whether or not those are the ones referred to? 

A. Yes; that is correct. 

Q, That is to say, that you therein refer to the Carnegie 
Steel Company, Limited, Jones & Laughlin, Limited, and the 
Illinois Steel Company, the Crucible Steel Company, the Otis 
Steel Company, the Tidewater Steel Company, the Lukens 
Iron & Steel Company, Worth Brothers Company, Central 
Iron & Steel Company, the American Steel & Wire Company, 
and the Glasgow Iron Company? 

A. Yes. 

Q. I notice in the list are the Carnegie Steel Company, tho 
Illinois Steel Company and the American Steel & Wire Com- 
pany? 

A. Yes. 
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Q. All of those Concerns went into the United States Steel 
Corporation, did they not? 

A. Snbsequently, yes sir. 

Q. At the time this agreement was made were they com^ 
petitors in interstate commerce? 

A. They were. 

Q. Was this pool entered into for the purpose of such 
reciprocal advantages as would come to competitors from 
making a pool arrangement? 

A. Yes. 

Q. On page 1902, of Volume VI of the Government Ex- 
hibits, the Carnegie minutes of November 13, 1900', you be- 
ing present, there is recorded the following : 

"PEATE AGREEMENT. 

"Me. Schwab: I would report that we have finally con- 
cluded the agreement on plates. Two of the firms could not 
sign without having the consent of their boards of directors, 
but I think there will be no trouble about if. The basis is 
such as to give us 46%%, but we have 140',000i tons, excluded 
from any pool arrangement by reason of tonnage already 
sold; so that we really get 56% to 57% on next year's busi- 
ness." 

Eeferring back, now, to that agreement on page 70 of the 
Petition, it appears there 46.25 per cent of the Carnegie 
Steel Company, Limited. "Was that the same arrangement 
you referred to in the passage I have just quoted? 

A. The same arrangement, yes. 

Q. Mr. Schwab, referring to this minute that I have just 
read of November 13, 1900, 1 will ask you whether or not you 
did form a plate agreement. 

A. We did form a plate agreement. 

Q. Was it between the parties whose names appear on 
page 70 of the petition, as shown you? 

A. That is my best recollection. 

Me. Lindabury: Which edition is that? 
Me. Dickinson : That is the petition of the Government in 
this case. 
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Me. Lindabxjey : Is this print on file 1 
Me. Dickinson : Yes ; that was filed ; the original bill. 
Me. Lindabuey: So that the paging would correspond to' 
the original bill which has been filed? 
Me. Dickinson: Yes. 

By Me. Dickinson : 

Q. This agreement here is the ninth day of November, 

1900. State whether or not yon made such an agreement in 
1900? 

A. We made such an agreement. 

Q. Look at the percentage set forth here and state whether 
or not they correspond to your rec'oUection? 

A. I have no recollection. 

Q. You do say, as to the Carnegie Company 

A. I could not answer without my looking at this book. 
I could not tell you the percentage. 

Q. And when I call your attention to your statement here 
in the minutes as read, 4614, you think that is correct? 

A. Yes, I think that is correct. 

Q. Did you operate under such an agreement? 

A. I have no recollection as to this specific agreement. It 
is very difficult for me to state anything definitely, fifteeti 
years after. 

Q. But you did operate under an agreement? 

A. We operated under a great many agreements. 

Q. Under such an agreement as that which you reported 
to your directors iu this minute ? 

A. With reference to whether we operated under it or 
not, I do not know ; perhaps the records of the company will 
show that. I do not know ; I do not remember. 

Q. I have some other matters that may refresh your mem- 
ory. 

A. You may find some other record of it. 

Q. At a meeting of November 6, 1900, recorded at page 

1901, appears the following : 

"Me. Peacock: I can report that we. succeeded in selling 
the National Transit Company, during the past week, plates 
enough to keep them supplied until we can arrange 
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for the tubes complete about 50,000 tons. The price is 1.15p. 
per pound for the narrow, and 1.20c. for the wider plates." 
What was the National Transit Company? 

A. It was a subsidiary or part of the Standard Oil Com- 
pany. 

Q. What was that arrangement, "until you could arrange 
for the tubes complete?" 

A. We used to sell them their steel for tubes, and they 
made arrangements with tube mills to convert it into tubes. 

Q. What does this refer to, "to keep them supplied until 
we can arrange for the tubes complete?" 

A. I think at that time we contemplated building our own 
tube mill, and then we would be in a position to sell them fin- 
ished tubes. 

Q. That is what you referred to? 

A. I think Mr. Peacock referred to that. I didn't refer to 
that. 

Q. You think that was what was referred to ? 

A. Yes. 

Me. Lindabuey : I object to the witness being asked to tell 
what he thinks Mr. Peacock thought. 

By Me. Dickinson : 

Q. I am asking you to interpret the language he used. 
You put that interpretation upon it? 

A. That is how I would interpret it, yes. 

Q. Was the National Transit Company at that time a cus- 
tomer of the National Tube Company? 

A. I do not know ; I think they were, but I do not know of 
my own knowledge. 

Q. On the same page occurs the following: 

"Mr. Schwab: When I was in New York last week, J. 
Pierpont Morgan sent word he would like to see me. I did 
not comply for several reasons. I though it was about rail- 
road matters, but I did meet Mr. Steele, who is his chief 
assistant, and was informed it was in reference to tubes ; that 
the Morgan people had financed and put through this new 
tube coml)ination, and were much alarmed about our going 
into tubes." 
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Q. Did you go to New York, as stated there? 

A. I was in New York a great deal. 

Q. Did you get word that Mr. Morgan wanted to see you? 

A. I had. 

Q. Did you go to see him? 

A. I went to see Mr. Steele, just as set forth there. 

Q. Did Mr. Steele say just as is stated here ? 

A. Mr. Steele and I had some conversation about the de- 
sirability of their buying the raw steel from us, and convert- 
ing it into tubes themselves, thus preserving the business to 
our two concerns, rather than have us make the finished 
article. 

Q. Were you informed that the Morgan people had 
financed and put through this new tube combination! 

A. That is a matter of general knowledge. 

Q. You knew it at that time ? 

A. Yes. 

Q. But you say here "I did meet Mr. Steele, who is his 
chief assistant, and was informed it was in reference to 
tubes. ' ' 

A. Yes. 

Q. And "that the Morgan people had financed and put 
through this new tube combination, and were much alarmed 
about our going into tubes." 

Q. Were you so informed? 

A. I will not say that Mr. Steele said to me that they were 
much alarmed, but I probably drew that conclusion after my 
conversation with Mr. Steele, and reported it in that language 
to my people. 

Q. And at the time you reported it, did you state the facts 
as you understood them? 

A. I felt that Mr. Steele would rather that we would not 
go into the manufacture of steel tubes. 

Mb. Linuabttby : I will ask you to read the balance of what 
Mr. Schwab said. 

Me. Dickinson : I will read that. 

By Me. Dickinson : 

Q. (Reading:) "I think when Mr. Carnegie comes out 
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liere next week and we have definitely decided as to site, we 
should make a definite announcement of our intentions." 

Did you make any announcement of your intentions'? 

A. I think we did, but I am not sure as to what that 
definite announcement was. I know it was general knowledge 
that we were going into tubes. First of all may I say that 
this idea of going into finished articles, as recited in the 
minutes and correspondence that you have gone over, was a 
gradual development, and not of the short period indicated 
in these minutes; but for a long time, I venture to say for 
two years and perhaps three years, I had been preparing 
plans for tubes especially. I believed that tubes could be 
made by a process different from any that had then been 
employed, and I was very anxious that our people go into the 
manufacture of finished tubes, and had constantly urged our 
people to do it. 

Q. You say it was a gradual and constant development! 

A. In our company. 

Q. In your company? 

A. Yes. 

Q. You say it was a matter of common knowledge and 
public notoriety? 

A. Not at that time. 

Q. Well, later? 

A. Later it was. 

Q. You stated that your recollection was that announce- 
ment had been made? 

A. Yes. 

Me. Lindabury : He did not put it that way. 

By Mr. Dickinson : 

Q. How do you put it? I want to put it just the way you 
would like to put it. 

A. I did not understand what Mr. lAndabury said. 

Q. I asked you if you stated you thought a public an- 
nouncement had been made. 

A. I think it had, 

Q. Now, I will read to you from an article in the Iron 
Trade Review for January 10, 1901. 
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"Great Carnegie Tube Works at Conneaut. 

"In explanation of the extensive land purchase of the 
Carnegie Company at Conneaut Harbor, Ohio, and the numer- 
ous reports of the company's intention to establish a manu- 
facturing plant at that point. President Charles M. Schwab 
announced this week the plans of the company with respect 
to these purchases. He states that for over a year the Car- 
negie Company has contemplated entering into lines of manu- 
facture other than those in which it has been engaged hitherto ; 
and the first step in carrying out this purpose is to be taken 
at once by the establishment of the largest pipe and tube 
manufacturing plant in the world at Conneaut Harbor, whicb 
is the Lake Erie terminal of the Carnegie-Pittsburgh, Besse- 
mer & Lake Erie Railroad, 153 miles from Pittsburg. 

"The company has purchased 5,000 acres of land imme- 
diately east of the Conneaut harbor docks and a large part 
of this tract will be utilized as a site for the tube works. It 
was the intention before the plans were begun, a year ago, 
to locate the works upon the Monongahela River, but the 
enormous area of the proposed establishment made such a 
site impracticable. Options upon land on the Allegheny Val- 
ley Railroad at Tarentum, Pa., were then secured with a view 
of locating the works there. However, investigation proved 
that the drawbacks of this site were too numerous and diflS- 
cult to overcome. The Tarentum land required a railroad to 
be built in order to connect with the Bessemer Railroad, and 
to do this it was found that it would be necessary to move the 
Lracks of the Allegheny Valley Road. The site is also com- 
paratively small for the purpose intended and left no ground 
for future additions. 

"With the works established at Conneaut it is the ex- 
pectation to rush the shipments during the months of navi- 
gation—April to December— and thus reduce transportation 
charges to one-third of the rates now charged for rail ship- 
ment. The Bessemer Railroad at present returns hundreds 
of empty cars daily to Conneaut and with the works on the 
lake shore completed, the road will have a back haul of coal 
and coke, the transportation of which will cost virtually noth- 
ing. It was desirous to utilize the full benefits of theBesse- 
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mer Eailroad, and the shipment of coal and coke will balance 
the traffic to some extent. From Conneaut water communi- 
cation is had to New York, Boston, and other eastern ports, 
via the Erie Canal and the Welland Canal ; also to the large 
cities on the lakes, including Chicago, Milwaukee, Cleveland 
and Buffalo. 

"Lake Erie will furnish an abundant water supply for 
the tube works, a very important consideration in locating .i 
plant of the size proposed. The works will stretch over a 
mile of the lake front and will be the most extensive and 
complete plant of its kind ever built. It will include all es- 
sentials in pipe and tube manufacturing, from the ore to the 
finished product. The general system of operation will be 
continuous; the ore being unloaded from vessels at one end 
and worked through the successive stages of iron and steel 
making in a direct line to the finished pipe and tubing at the 
other end. Electric power will be principally employed for 
driving the machinery. The blast furnaces to be built will 
probably exceed in size and capacity the two great stacks 
now being finished by the Carnegie Steel Company at Rankin. 
The investment exclusive of ground will reach about $12,- 
000,000. Work will begin at an early date, but the plant will 
not be completed until 1902 is well along. ' ' 

Now, state whether or not you made an announcement 
substantially as set forth in this article from the Iron Trades 
Eeview? 

A. Such an announcement was made. 

Q. Was it made in good faith? 

A. There was newspaper rumor, and I wanted to make 
some definite statement in regard to it, and that statement 
was made. 

Q. Was that statement made in good faith, as indicating 
the intention and purposes of the Carnegie Company? 

A. Absolutely. 

Q. With reference to your conversation with Mr. Steele, 
did you have any talk with him about your proposed works ? 

A. I did. 

Q. Did you tell him that you intended to go ahead with 
such works? 

A. I did. 
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Q. If you had gone ahead with those works and constructed 
them within the period named, what concern would have been 
your principal competitors in the things that would have 
been manufactured at those works'? 

A. The National Tube Company and others. There were 
others in the tube business, but they were the largest. 

Q. I call your attention to the minutes in the same volume, 
of a meeting of December 4, 1900, page 1904, where you are 
recorded as saying: 

' ' Mr. Schwab : I think we will do better on rails than we 
anticipated. This will probably be the last year of the Rail 
Pool, for I think we have reached such a point we must have 
another deal with the rail makers, before we can have a satis- 
factory pool arrangement. It is my suggestion that we aUow 
this matter to rest for a short time, imtil we see how the 
business in rails develops, and if necessary, we can take it 
up again soon." 

Q. Please explain what you meant by the statement that 
you thought "this will probably be the last year of the rail 
pool. ' ' 

A. I do not recall at this time what I had in mind by that 
statement. 

Q. And "We must have another deal with the rail 
makers " ? 

A. I do not remember what that was about. 

Q. You had made deals? 

A. A good many. 

Q. Of different kinds and in different ways f 

A. Yes. 

Q. A deal with the rail makers would indicate what! 

A. It might indicate a good many things ; with me it gen- 
erally meant a larger percentage. 

Q. After a fight? 

A. Always. 

Q. Didn't this mean you anticipated there would be open 
competition in rails? 

A. I cannot say that; I do not know. 

Q. You cannot say to the contrary? 

A. I cannot say to the contrary, and I cannot say that 
that was in my mind at that time. 
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Q. You cannot interpret that! 

A. No. 

Q. What would have happened if the pool had ended? 

A. We would probably have had destructive competition, 
greater competition and lower prices. 

Q. By- what concerns! 

A. All concerns. 

Q. Would that have involved your company? 

A. All companies manufacturing. 

Q. And the Federal Steel Company! 

A. All companies. 

Q. And the Lorain! 

A. Yes. 

Q. Or the National, I mean! 

A. Yes. 

Q. And it would have involved competitive business with 
those companies? 

A. Undoubtedly. 

Q. In interstate commerce? 

A. As I understand that, yes. 

Q. What do you understand by interstate commerce! 

A. Business in various states. 

Q. But outside of the state where the things were made ! 

A. Outside of the state; exactly so. 

Q. On page 1911, from the minutes of January 15, 1901, 
I read a statement accredited to Mr. Bope, as follows : 

"It is expected to hear to-day the proportion of rails 
allotted to us by the Baltimore & Ohio Railroad. Mr. Cowan 
stated it would be the lion's share. We also have an inquiry 
from the C. C. C. & St. L. Railroad for 15,000' tons, which it 
is hoped to close this week." 

Now, under ordinary conditions, looking to a difference 
in rates, would the C. C. C. &i St. L. have been within your 
territory, or would it have been in neutral territory that you 
and other companies contended for, or how? 

A. I cannot understand that now. 

Q. That was the Big Four! 

A. Yes. I would be inclined to think that it would be 
within our territory, a portion of it at any rate. 

Q. Where did it run from? 
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A. I cannot tell without consulting the map. 

Q. From Cincinnati to St. Louis'? 

A. It probably did. 

Q. And from there to Cleveland? 

A. Yes. 

Q. And that was in your territory? 

A. Cincinnati would be. When I say territory, I mean 
within the minimum freight limit. 

Q. He continues: 

"As to export rails, there is considerable inquiry, but com- 
petition is keen, in view of inroads made by American mills, 
and we must expect to fight for whatever is obtained." 

Q. What do you understand this to mean, "in view of 
inroads made by American mills"? 

A. Who is reported to have said that, Mr. Bope? 

Q. Bope, yes. 

A. I do not know what was in his mind. I would imagine, 
though, it was by reason of American sales in foreign terri- 
tory. 

Q. In this connection with export rails, that is your inter- 
pretation of it? 

A. Yes. 

Q. As a rail man? 

A. Naturally. 

Q. In the minutes of the Carnegie Steel Company of Feb- 
ruary 4, 1901, you being present, appearing on pages 1912, 
et sequitur, there is a reference to a railroad agreement. It 
is too long for me to read, but I will ask you to look it over 
and state what you know about it, what was contemplated by 
it, and whether or not such an agreement was entered into ? 

A. Yes, I remember this agreement. 

Q. On page 1916, in a letter from Mr. Carnegie, it is sum- 
marized as follows : 

" 'Judge Eeed will submit the proposed TraflBc Agreement 
with the Syndicate which is organized to build a railroad from 
Uniondale, Ohio, on the Wheeling & Lake Erie Eailroad, to 
Pittsburg, and to construct the Wabash line from Toledo to 
Montpelier, giving it the shortest line to Chicago. Its capital 
is $12,000,000, all raised by Wabash and Wheeling & Lake 
Erie parties. 
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"This traffic Contract will settle the question of rates to 
the west. The Wabash reaches Cleveland, Buffalo, Toledo, 
Detroit, Chicago, Canada and the Northwest; also St. Louis, 
Kansas City, and through Texas. Of course it is intended 
to merge the W. and L. E. and the Pittsburg line, and also 
the Montpelier, into the Wabash system." 

What was the purpose of this agreement? 

A. The purpose of this agreement was to give us the 
better freight facilities that might be afforded by the Wabash 
system coming into our plants, connecting with the Union 
Railroad, which was a part of the Carnegie plants. 

Q. Was it to give you better rates'? 

A. Naturally, to give us better rates and better traffic ar- 
rangements. 

Q. And better traffic arrangements? 

A. Yes. 

Q. Was that agreement carried out? I mean, was the 
transaction carried out? 

A. I think the railroad was built. As to all the details 
of the agreement being carried out I cannot tell at this time, 

Q. Was it carried out with the Carnegie Company? 

A. Yes. 

Q. This date, you see, is February 4, 1901. 

A. Yes; I think it was carried out. That is my recol- 
lection. 

Q. After the Carnegie was taken over by the Steel Cor- 
poration? 

A. No; this agreement was made before they were taken 
over. 

Q. I am distinguishing now between the agreement being 
made and carried out. 

A. As to its being carried out, I cannot tell you whether 
it was carried out in all its details. 

Q. Could it have been carried out between the date of this 
agreement here and the time that the Carnegie Company was 
taken over by the Steel Corporation? 

A. Could it have been carried out between those dates ? 

Q. Yes, could all these things have been done that were 
contemplated ? 

A. The date of this agreement is February 4th? 
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Q. Yes. 

A. What was the date of the Steel Corporation? 

Q. April, 1901. 

A. I cannot say that it could have been carried out in 
that period of time. I do not believe it could. 

Q. Xow, referring to the meeting that I have already 
called your attention to, -with Mr. Steele, on page 1901, of 
that volume, I will ask you this; was not that meeting with 
Mr. Steele prior to the dinner that was given to you by Mr. 
Simmons ? 

A. The dates will show that. I do not know. I would 
have to refresh my memory by looking at the date of the 
dinner. 

Q. You are not able to give the date of the dinner ? 

A. No; I do not remember. 

Q. What is your recollection about it? 

A. I haven't any definite recollection. These dates are 
too long ago, fifteen years ago. I really do not remember, 
but there are records of all those dates. 

Q. Can you get a record of the date of that dinner and 
give it to us? 

A. I have it somewhere. I do not know it, but I will try 
to find it if I can. 

Mb. Colto:x : If you find it will you send it to us by letter? 
The Witness: Yes, I will endeavor to look it up. 
Me. Dickinson : And get it by tomorrow ! 
The Witness : I will endeavor to do so. 
Judge Gtabt : It was during the winter of 1900—1901. 
ilE. Dickinson : I know it was about that time. 
Me. Colton : But it makes it rather doubtful as to whether 
it preceded November. 

By Me. Dickinson : 

Q. Please look at page 1910, at the minutes of March 25, 
1901, where there is recorded a statement of sales reports, 
in gross tons, standard rails, by the Carnegie, the Illinois, 
the Cambria, the Colorado, Pennsylvania, Lackawanna and 
the National. State the amount as recorded as having been 
sold by the National. 

A. 166,302 tons. 
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Q. State whether or not that was a substantial amount? 

A. It was. Eails sold since September 21st, 1900. Is 
that it? 

Q. Yes. It is larger than the amount credited to the 
Cambria, is it not! 

A. Yes. 

Q. Or the Colorado? 

A. Yes. 

Q. And it is only exceeded by a small tonnage by the 
Pennsylvania ? 

A. Quite so. 

Q. Turn back to page 1910 of the same volume, where 
you see a summary of important sales, and the statement that 
65,550 gross tons of sheet bars were sold by the Carnegie in 
the foreign trade. State whether or not that was an appre- 
ciable amount? 

A. That was a fair amount, yes. 

Q. And 111,121 tons of sheet bars in the domestic? 

A. Yes. 

Q. Was that a fair amount? 

A. Yes. 

Q. Appreciable to yourselves and your competitors too? 

A. Yes, of course this was just one month's sales. 

Q. No. 

A. A summary of important sales from January 1st to 
December 31st. Oh, that was a year. I was looking at the 
other heading. You are quite right. 

Q. Were you on the point of building a bar mill at the 
time that the Carnegie Company was taken over by the United 
States Steel Corporation? 

A. My recollection is that we had built a bar mill at that 
time. 

Q. What kind of bars was it to make? 

A. All sorts of merchant bars. 

Q. With whom would that have brought you in com- 
petition? 

A. The Illinois Company, in a small way. 

Q. And the National? 

A. Yes, a great many people. There is no product in steel 
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SO diversified as that of bars. It is the simplest product 
made. 

Q. Would it have brought you in competition with the 
American Steel Hoop Company? 

A. Yes, but I might explain that we had always made bars. 
This mill was an addition to our plant. 

Q. And increased your ability to compete in those lines? 

A. A greater tonnage. 

Q. Turn to page 1909, and show what the Carnegie Com- 
pany sold in domestic and foreign bars from January 1st, 
to December 31st. 

A. At the bottom of the page 1 

Q. Yes. 

A. 85,036 bars domestic, 1.271; 2,010 tons Canadian, 1.776; 
22,197 bars foreign, 1.224. 

Mr. Lindabuey: That is in the domestic trade? 

Me. Dickinson : There are 85,036 domestic, 2,010 Canadian. 

The Witness : Quite so. 

Mr. Dickinson : And 22,197 foreign. 

The Witness : Yes. 

By Mr. Dickinson : 

Q. State whether or not that was an appreciable amount 
of bars in competition with your competitors. 

A. A very small amount. 

Q. A small amount? 

A. A very small amount, as I explained. 

Q. You were preparing to make more? 

A. No, I think we had just completed the mill. 

Q. I say, by which you would have increased your produc- 
tion? 

A. Yes. 

Q. So that you were competing at this time ? 

A. As I explained to you yesterday, to a small extent in 
bars. 

Q. And had enlarged your capacity for doing so? 

A. Either had enlarged or were enlarging; I can't remem- 
ber the exact date. 
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By Me. Dickinson : 

Q. Mr. Schwab, in discussing the formation of the United 
States Steel Corporation as one of the objects and purposes 
which you had in your mind, you referred to the building up 
of the export business, and as I recollect, you stated in that 
connection that prior to that time the export business had 
beien spasmodic or at times when there had been an excess, 
when it had been dumped abroad ; and that your purpose was 
to put it on a basis of constancy? 

A. And extension. 

Q. What do you mean, in the sense in which you used It, 
by the word "spasmodic?" 

A. In the Carnegie Company, of which only I can speak 
definitely, we maintained, as a rule, no offices for export busi- 
ness abroad. When times got dull and we needed tonnage, we 
would send men over there to sell at any price, in any quantity, 
in any line that we could. When business got good, we did 
not care to take that low price, spasmodic business, and we 
then did not export. In other words, we had not developed 
it to a legitimate business to be taken at all times and under 
all conditions. 

Q. As you recollect conditions at that time, this business 
was spasmodic, was it? 

A. In our lines that is true. 

Q. How about other concerns 1 

A. I can not speak as to them. 

Q. You did not intend to speak, then, except for the Car- 
negie Company? 

A. The information that I spoke of with regard to this busi- 
ness being spasmodic applied to my knowledge of the busi- 
ness as applied to our own company. 

Q. And not as applied generally, then, to the export busi- 
ness? 

A. No ; but I had reason to assume that it was largely the 
same in the other companies. 

Q. You used the word "spasmodic" in the sense of mean- 
ing that that business was only gone into at times when busi- 
ness was dull here? 

A. Mostly that was true. 

Q. Were there long periods when that was not the case ? 
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A. In times of prosperity, we did not sell much. 

Q. You know the statistics prepared by the American Iron 
and Steel Association; you know that publication, do you? 

A. Yes, quite well. 

Q. We have only one copy here of the pamphlet to which 
I am referring, and I will show you a table upon page 22 of 
the publication of that association entitled "Statistics of the 
American and Foreign Iron Trades for 1902," and call your 
attention to this statement : 

"Exports of Iron and Steel. 

' ' The following table, also compiled from the reports of the 
Bureau of Statistics of the Treasury Department, gives our 
exports of leading articles of iron and steel and of iron ore and 
locomotives in the calendar years 1899, 1900, 1901, 1902." 

This shows that pig iron in 1899 was exported in the 
amount of — 

Me. Lindabuey : Are you reading. Judge ? 

Me. Dickinson : Yes. 

Me. Lindabury: You say "this shows." Is that your 
language, or is that from the report ? I was not sure whether 
that was your language or whether you were reading from 
the publication. 

Me. Dickinson: That was my language. This shows ex- 
ports in gross tons as follows : 

Pig Iron, 1899, 228,678; 1900, 286,687; 1901, 81,211; 1902, 
27,487. 

Scrap and old, for re-manufacture : 1899, 76,663 ; — 

The Witness : I might say that I referred to finished ma- 
terials. Judge. 

By Me. Dickinson : 

Q. I am going to get to that right off. I am only putting 
this in because it is a part of the table. 

(Continuing reading:) 1900, 49,328; 1901, 14,199; 1902, 
9,411. 

Bar iron: 1899, 10,898; 1900, 13,299; 1901, 17,706: 1902, 
22,249. 

Band, hoop or scroll iron and steel: 1899, 2,869; 1900, 
2,976; 1901, 1,561; 1902, 1,674. 
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Bars, or rods, of steel, not wire rods : 1899, 30,429 ; 1900 — 
would you call that finished? 
A. Yes. 
Q. (Continuing reading:) In 1899, 30,429; 1900, 81,366; 

1901, 27,397 ; 1902, 9,300. 

Steel wire rods — you would call that a finished product? 
A. No, sir. 

Q. You would not, referring to steel wire rods? 
A. No, sir. 

Q. I will give that, as I am starting out to give the whole 
table. 

Steel Wire rods: 1899, 16,992; 1900, 10,652; 1901, 8,165; 

1902, 24,613. 

Billets, ingots and blooms: 1899, 25,487; 190O, 107,385; 
1901, 28,614; 1902, 2,409. 

Cut nails and spikes — you would include those ? 

A. No, not cut nails and spikes. 

Q. Is not that a finished product — cut nails ? 

A. Yes ; but mostly made of iron. 

Q. Is not a spike a finished product? 

A. Yes, but mostly made of iron and not steel. 

Q. You are not referring to iron products, but only to 
steel products? 

A. Only to steel products. 

Q. (Continuing reading:) Cut nails and spikes: 1899, 
9,974; 1900, 11,163; 1901, 9,302; 1902, 7,170 

We come now to wire nails. 

A. Yes. 

Q. You call that a finished product? 

A. Yes. 

Q. (Reading:) Wire nails: 1899, 33,517; 1900, 27,404; 
1901, 18,773; 1902, 26,580 

1901 was the year the Corporation was formed, was it? 

A. Yes. 

Q. And 1902 was the next year? 

A. Yes. 

Q. It appears here that in 1899 there were more wire nails 
exported than there were in the year the Corporation was 
formed, or the following year. 
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A. I think that is consistent. I explain that, that in times 
of prosperity we exported less. 

Q. (Beading:) All other nails, including tacks: 1899, 
2,076; 1900, 1,812; 1901, 1,896; 1902, 2,244. 

Is that a finished product ? 

A. A very small one ; and often of iron. 

Q. Then you did not refer to that? 

A. Yes. 

Q. How about iron plates and sheets 1 

A. Iron — no, that is an iron product. 

Q. (Reading:) Steel plates and sheets -; 1899, 50,635 ; 1900, 
45,534; 1901, 23,923; 1902, 14,866. 

So that in 1899 and 1900 there were more steel plates and 
sheets exported than there were either the year the Corpora- 
tion was formed or the year after the Corporation was 
formed 1 

Me. Lindabuby : I am a little puzzled by the course you are 
taking. Judge. Do I understand that you mean to offer that 
pamphlet in evidence? 

Mr. Dickinson : I am going to offer this table in evidence. 

Me. Lindabitey: I thought you were going to offer the 
whole pamphlet. 

Me. Dickinson: No; it is too bulky. I am just going to 
offer the table. 

Me. Lindabuey: I must object to this examination, then. 
If you choose to offer that in evidence, we will agree that you 
shall only print two pages, and that you may then use it; but, 
we object to your examining this witness in this way if the 
pamphlet is not in evidence, or unless you tell us that you will 
put it in? 

Me. Dickinson : I will put it in subject to objection. 

Me. Lindabuey: The whole pamphlet? 

Me. Dickinson : No ; the table. 

Me. Lindabuey: We shall still object to your putting in 
the table, a part of the book, without putting in the whole of it. 

Mr. Dickinson : I understand that you object. 

By Me. Dickinson : 

Q. (Eeading:) "Steel rails, in 1899: 271,272; 1900, 
356,245; 1901, 318,055; 1902, 67,455." 
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So that in 1902, the year after the Corporation was 
formed, the export of steel rails was hardly one quarter of 
what it was in 1899. 

Now, ' ' structural iron and steel. ' ' Did you refer to that? 

A. Certainly. 

Q. Did you refer to steel rails 1 

A. I did. 

Q. (Eeading:) In 1899 it appears that of structural iron 
.and steel 54,244 tons were exported; in 1900, 67,714; in 1901, 
,54,005; in 1902, 53,859. 

Thus it appears that the exportations in structural iron 
and steel were less after the Corporation was formed than in 
the next two years preceding the formation of the Corpora- 
tion. 

The next item is "wire. ' ' Would you include that? 

A. Yes. 

Q. (Eeading:) "In 1899 the wire exported was 116,317-, 
in 1900, 78,014; in 1901, 88,238; in 1902, 97,843." 

That is, in 1899 the amount of wire exported was much 
larger than it was the year after the formation of the Steel 
Corporation. 

Totaling these, including some of those things which I did 
not mention — 

A. (Interposing) But including pig and so forth? 

Q. I say the total of these is as follows : 

In 1899, the total export was 942,689; in 1902, 370,805. 

A. Have you finished reading. Judge? I did not under- 
stand whether you had asked me to explain why this was so. 

Q. No ; I have not asked you to explain. I am just asking 
you whether or not you had any reason to question the accur- 
acy of these figures. 

A. I have no reason to question it ; but I think that it does, 
not detract from or disprove my theory; because you have 
taken the statistics over a very short period and at a time 
when I explicitly stated that we had not derived any of the 
benefits from our export association. 

If you want to make the statistics correct, take them up to 
date ; and I will venture, without knowing, to say that you will 
find a very large increase in each branch of the business, as 
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I stated in the beginning would come about by such an organ- 
ization. 

Q. In the first place, we are not running up to date on our 
side of this case ; but I will take some other dates. 

A. I only wanted to defend my theory, Judge, as to the 
correctness of the view. 

Mb. Lindabxjey : We shall be quite content if you stop in 
1911, if you prefer. Judge. 

Mb. Dickinson : I am going to take some other years up. 

Mb. Lindabuey: I hope so. 

Mb. Dickinson: Yes; I will. 

Me. Lindabuey : And not put in a partial table and with- 
hold the rest of the book. 

Mb. Dickinson: Before we go into that, the hour of ad- 
journment has arrived, and we might as well suspend until 
toihorrow morning. 

You understand, Mr. Lindabury, that I offered the table, 
and you excepted? 

Me. Lindabuey : We do not object to the book or the table, 
but— 

Me. Dickinson: I will designate it more specifically. I 
offer, beginning on page 22, with the words "Exports of iron 
and steel," and going down, on page 23, through the words 
"and partly to lower prices abroad." 

Me. Lindabuey: We object to the offer of the particular 
table without offering the context and without offering the 
book as a whole. 

(The table referred to was thereupon marked "Govern- 
ment Exhibit No. 426, May 20, 1913," and will be found in the 
volume of exhibits.) 

(Whereupon an adjournment was taken until Wednesday, 
May 21, 1913, at 10:30 o'clock a. m.) 
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SIXTIETH DAY. 

Empire Building, 
71 Broadway, New York City. 

Wednesday, May 21, 1913. 
Before Special Examiner John Arthur Brown. 

Present on behalf of the United States, Mr. Dickinson and 
Mr. Colton. 

Present on behalf of the Defendants, Mr. Lindabury, Mr. 
Severance, Mr. Bouoing and Mr. Eeed. 

CHARLES M. SCHWAB, 

the witness under examination at the taking of the adjourn- 
ment, resumed the stand. 

CROSS EXAMINATION (Continued) 

By Mr. Dickinson : 

Q. Mr. Schwab, state whether or not the Carnegie Com- 
pany exported any rails to foreign countries in 1899. 

A. I can not recall that definitely; I do not remember. I 
think the records would show that, an examination of the 
records. We did export rails from time to time, but when 
you name a specific date, I can not recall it. 

Q. Volume III, page 1311, in evidence in this case, shows 
that the Carnegie Steel Company in 1899 exported steel rails, 
both light and heavy, 182,990 tons. 

A. Yes. 

Q. Do you know whether any other concerns in the United 
States at that time exported rails? 

A. No, I do not remember at this time. 

Q. Well, taking 1899, 1900, 1901 and 1902, have you no 
knowledge as to whether or not during those years the Car- 
negie Company exported rails to foreign countries ? 

A. I think we did, but I can not remember specifically the 
years or amounts. 
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Q. Would you say that you did? 

A. I tMnk we did. 

Q. For wMch ones would you say you did? 

A. For wMeh year? 

Q. Yes. 

A. I could not tell you; I do not know. I do not recall 
that at all. I think the records would show that very clearly. 

Q. At that time, do you know whether your competitors 
were exporting rails for any of those years to foreign coun- 
tries? 

A. I do not know now. 

Q. If the Carnegie Company did export rails for 1899, 
1900, 1901 and 1902, and if the records show that the exporta- 
tion of all rails from the United States exceeded that amount, 
then it would show that your competitors had exported rails, 
would it not? 

A. Undoubtedly. 

Q. And who would the competitors be that were in a posi- 
tion during those years to export rails and sell them in for- 
eign countries ? 

A. It is a question of where they were exported. If they 
were to be exported to Japan, a number of companies could; 
if they were to be exported to Canada, if you call Canada 
rails export, several companies could have done so. If they 
were to be exported by the Atlantic, the Pennsylvania Steel 
Company, the Maryland Steel Company, the Lackawanna — 
any one of those companies could have exported rails. 

Q. Now, to Japan, what concerns could have exported in 
those years? 

A. All the ones I have mentioned. 

Q. To Canada, which of those companies? 

A. The Federal Steel Company could have exported, the 
Lackawanna, and the Carnegie Steel Company. 

Q. And to Mexico? 

A. It would be most likely in that case the Illinois Steel 
or the Federal. 

Q. Don't you know that during those years you and the 
competitors did export in competition to various foreign coun- 
tries, in competition with each other in steel rails? 

A. Yes, I think so. When you say in competition, I can 
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not speak as to that, whether other people were asked to bid 
or not. Naturally any one making rails in this country, or 
desiring to make them at that time, would bid in competition 
with other manufacturers. 

Q. How about structural iron and steel? 

A. I think there was very little exported. 

Q. If there was, did your company export it all! 

A. No, I do not suppose we did, but I have no knowledge 
as to what other companies exported. 

Q. How about billets, ingots and blooms ? Did your com- 
pany sell them in foreign countries for those years'? 

A. Yes, but I cannot say any definite years ; but as a rule 
we would Siell billets and sheet bars abroad when opportunity 
offered, and we had the capacity at our mills to ship them. 

Q. While you cannot specify the particular years, can you 
say that in some years, embracing 1898 to 1900, you did sell? 

A. I think we did. 

Q. And that your competitors did likewise? 

A. I cannot speak for them. 

Q. Did the total exports to foreign countries in 1901 or 
1902, you can answer as to both years, exceed those for the 
years 1898, 1899 and 1900-, in billets, ingots and blooms, steel 
rails and structural iron and steel? 

A. I don't recall that. That is a matter of record that 
could be obtained, but which I do not recall. 

Q. You have stated that this plan which you blocked out 
with Mr. Morgan involved the question of economy, and also 
the bringing together of various concerns for the purpose of 
the export business? 

A. One of the purposes. 

Q. One of the purposes was export business ? 

A. Yes. 

Q. How long after the formation of the Corporation was it 
before that made a sensible impression upon the amount of 
export business of the United States? 

A. I cannot tell you that from personal memory of it, but 
I have no doubt the statistics which are available will show; 
that the export has increased steadily since that time. 

Q. Did you in furtherance of that plan of bringing together 
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these companies, that being one of the purposes, proceed to 
carry out that plan? 

A. I did. 

Q. And to enlarge the export business of the Company'? 

A. I did. 

Q. And to establish agencies for that purpose? 

A. As I have stated before, I brought Mr. Farrell from 
Pittsburgh to New York to undertake the organization of the 
export business as a harmonious whole, not as the Carnegie 
or the Wire or the Tube, but as a harmonious concern. 

Q. To have all these concerns brought together ? 

A. Yes, which I thought would be a great advantage. 

Q. And that was done steadily and constantly while you 
were with the Steel Corporation? 

A. While I was with the Corporation that was started, 
shortly after its organization. 

Q. And continued constantly? 

A. Yes. 

Q. And since, so far as you know? 

A. And since, so far as I know. 

Q. Mr. Schwab, in Volume II at page 561, of Government 
Exhibits appears the following, from a meeting of the Execu- 
tive Committee — 

A. Of the Steel Corporation? 

Q. Of the United States Steel Corporation. You were 
president at that time ? 

A. Yes sir. 

Q. In 1901? 

A. Yes sir. 

Q. It states — 

A. What is the date of the minute? 

Q. April 24th, 1901. The following appears: 

"Sales Agencies and Offices in Vaeious Cities for Caet 
NEGiE, Federal and National Steel Companies. 

The President stated that these three companies handled 
the same class of material and it is the purpose to consolidate 
their sales departments generally. " 

Was that a fact? 

A. That is the Carnegie — 
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Q. Federal and National. 

A. Federal and National. To a large extent that was true. 
For example tliey handled rails — I explained that to you yes- 
terday, as to the lines that were the same in these companies. 

Q. I am not going into details, but am asking you generally 
whether that statement made by you at that time in the Execu- 
tive Committee was substantially true ? 

A. Yes, it was true to the extent that a salesman versed in 
the lines that the Carnegie Company made would be competent 
to handle the lines that the National and that the Federal 
Steel Companies made. 

Q. Well, that is not what I asked you. 

A. The question is too definite ; it would be somewhat con- 
flicting with what I have said before to say yes or no. 

Q. I will make it very definite, "The President stated that 
these three companies handled the same class of material." 
Did you make that statement? 

A. Evidently, if it is on the minutes. 

Q. Was that a true statement? 

A. The same class of materials. Now I want to explain 
what I said. 

Q. I first want to know if you made that statement. Now, 
then, if you want to explain it, you are at perfect liberty to 
do so. 

A. I want to explain it. 

Q. If you want to add any explanation you are at liberty to 
do so. 

A. I only add the explanation not to seem in conflict with 
what I said yesterday about the two companies not being com- 
petitors in except but few lines. When I say the same clas^ 
of material, I mean the same kinds of steel, that a salesmar 
familiar with that class could well sell for another. 

Q. Were these salesmen at that time handling for those 
several companies any classes of material which if it had 
been sold by these several companies, independently of each 
other, would have been in competition? 

A. Yes. I mentioned that yesterday. Bails — 

Q. Bails. What else? 

A. There were rails and billets, structural steel in a small 
way, plates in a small way, and in those minor classes they 
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would have been handling materials that would have been sold 
by the two companies as competitors. 

Q. How about tin plate bars ! 

A. Tin plate bars also. 

Q. And sheet bars? 

A. The same thing. 

Q. The rails, that was a very substantial product of each 
one, was it not? 

A. It was. 

Q. How about merchant bars ? 

A. Well, the Carnegie did not make many merchant bars. 
The Federal made a good deal. 

Q. You say the Carnegie was not making merchant bars? 

A. They were making them, but not to a large extent. 

Q. They had built a plant? 

A. That is my recollection. 

Q. And light rails? 

A. Yes, sir. 

Q. Were the others making light rails? 

A. I do not think the Carnegie had made light rails at that 
time. 

Q. There were quite a number of classes of things at that 
time that these concerns would have been selling against each 
other in competition if they had been selling at the same places 
independently, where those agencies were established to which 
you refer? 

A. There were some ; yes, sir. 

Q. I will ask you whether or not both companies were not 
selling light rails at that time. 

A. I am not sure, but I think they were. 

Q. Mr. Schwab, what percentage of railroad rails, for 
1901, as nearly as you can state — I am not asking you for the 
exact tonnage — of what was then known as the standard $28 
rails, was sold in this country? 

Mb. Lindabxjby : I doubt whether that expressed just what 
you intended. Judge. 

Me. Dickinson : I will put the question over again. 

By Mb. Dickinson : 

Q. Mr. Schwab, what percentage of railroad rails made 
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and sold in the United States for the year 1901 of the entire 
product of such rails for that year was stai dard $23 rails I Do 
you understand that? 

A. I think I understand what you mean. Of course I 
have no means of knowing. I do not recall the percentages, 
but I would state that a very large percentage of them. 

Q. Approximately what? 

A. About 80 per cent, I should imagine. I should guess 
that about 80 per cent were standard $28 rails. By that I mean 
rails of a standard quality without any exceptions as to speci- 
fications or characteristics. 

Q. That is what I mean. 

A. I so understand. 

Q. For the year 1902, what proportion of all the rails then 
were standard $28 rails! 

A. It would be the merest guess. My recollection is that 
the introduction of these unusual specifications, different from 
the ordinary standard rail, came in later than the periods that 
you mention. 

Q. That is what I want to get at. About what period did 
they come in? 

A. I should say seven years ago ; seven or eight years ago 
they started. 

Q. That would be 1907? 

A. Somewhere there. 

Mr. Lindabtjry : That would not be 1907, Judge. 
Mb. Dickinson : Oh, no. 

By Me. Dickinson : 

Q. When would that be? 

A. I could not guess within a year or two. I could not form 
an idea within a year or two, but it was somewhere along 
there — 1906 or along there. There always were some. 

Q. I understand. 

A. But they became more general about that time. 

Q. Then, from 1901 up to 1906, before that became so ex- 
tensive, the special specifications, what percentage of all the 
rails sold in the United States were standard $28 rails ? 

A. It would be the veriest guess. I have never seen the 
statistics. 
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Q. Would you say it was over 50 per cent? 
A. I think so. 

Q. Would you say it was over 60? 

A. Now, Judge, you are trying to make me say something 
that I do not know. 

Q. The following telegram is in evidence : 

"Pittsburg, Pa., February 6, 1901"— 

Mb. Lindabuby: What page. Judge? 

Mk. Dickinson : It is in the typewritten volume of exhibits, 
Volume XIII, page 2451. 

Mb. Lindabuby: That means it is not in print? 
Me. Dickinson : No ; but it is a very short telegram. You 
will remember it as soon as I read it : 

"Pittsburgh, Pennsylvania, 
February 6, 1901. 

Dr. Nelson P. Hulst, 
New Ins. Building, Milwaukee. 

Please proceed to New York tonight and report to Schwab 
at Holland House. Better take estimates of ore reserves with 
you. 

James Gayley." 
By Mb. Dickinson : 

Q. Did Mr. Hulst report to you? 

A. He reported to me very often, but I do not remember 
that. 

Q. Did he report to you about the time that you were 
formulating the plans or negotiating about the plans for the 
formation of the United States Steel Corporation, the esti- 
mates of ore reserves of the Oliver Iron Mining Company? 

Me. Lindabttey: What is the date of that telegram, Judge? 

Mb. Dickinson: February 6, 1901. 

Me. Lindabuby: I object to that question because the wit- 
ness has already testified that he did not formulate a plan 
and did not himself have to do with the actual organization 
of the Steel Corporation, but simply presented Mr. Carnegie's' 
offer. 
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Mr. Dickinson : I have never asked him about whether he 
actually organized it. 

Me. Lindabxjey : But you assume that he did, as if he had 
said it. 

Mr. Dickinson: I am not assuming that he did. 

Me. LindabuEy: The question appeared to me to do so. 

By Mr. Dickinson : 

Q. Did not you and Mr. Morgan talk over a general plan 
for the formation of this Corporation, what companies would 
be taken in? 

A. During our conversations we did. 

Q. And was not a holding company a part of the plan ? 

A. I do not recall that Mr. Morgan and I discussed the 
method of doing it. 

Q. You did discuss with Mr. Morgan — 

A. (Interposing) The properties that would add to the con- 
solidated whole. 

Q. And what the companies were? 

A. Yes sir. 

Q. And what they were producing? 

A. Yes. 

Q. And what their plants were ? 

A. I suppose I did. 

Q. And their capacities ? 

A. All these questions naturally came up. 

Q. They naturally came in? 

A. Yes. 

Q. And where they were located? 

A. I do not know that Mr. Morgan was interested in that 
as to where they were located. There were a great many 
plants, as to which I doubt if I could have told Mr. Morgan 
myself as to all of them. 

Q. I do not mean the details of each particular plant, 
but generally as to where these concerns were ? 

A. Oh, yes. 

Q. What ore properties were owned by the various con- 
stituents that were embraced then in your contemplations? 

A. What do you mean by what ore properties ? The speci- 
fic properties? 
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Q. No; not the specific properties, but just what amount 
of ore? 

A. Their situation, yes. 

Q. The situation of the ore ? 

A. No, I will not say the situation with reference to ore. 
I do not think I discussed that with hina at all. 

Q. Probably I do not use the word situation in the sense 
in which you use it. You did discuss with him, did you not, 
the amount of ore that you considered would be brought in 
under the combination you were then talking about making! 

A. I do not recall having discussed that with him. 

Q. Was not ore a very essential part of the matter? 

A. Oh, of course I discussed the question in general. 

Q. In general? 

A. Yes ; but I do not think Mr. Morgan would say to me : 
"How many tons of ore will this collection of works give us?" 
I do not think he asked me any such question. I think he as- 
sxuned from what I said to him that they had sufficient ore to 
operate as an economical manufacturing plant ; that is about 
as far as I would go with him on that question. 

Q. That is, for all the constituents that you proposed to 
combine ? 

A. Exactly so. 

Q. And for the purposes, one of them being the develop- 
ment of foreign trade ? 

A. I do not think I said to him ' ' one of the purposes being 
for the development of foreign trade." I think I would nat- 
urally say to him that they had sufficient ore for a successful 
steel manufacturing business. 

Q. I mean, for the general plan and purpose that you were 
contemplating. 

A. That is right. 

Q. One of which was foreign trade ! 

A. I expected, naturally, to increase the foreign trade very 
much. May I explain what I mean by my development of for- 
eign trade? I said before that this business, to my mind, the 
business of foreign trade, could only be practically and suc- 
cessfully developed by works having a complete line of steel 
products ; and that that was one of the things to be gainecj 
by this organization. 
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Q. And in taking this up with Mr. Morgan, you presented — 

A. (Interposing) That was one of the things that I urged. 

Q. That was one of the things that you presented andt 
urged? 

A. Exactly. 

Q. And which was carried out? 

A. Evidently, yes. 

Q. Well, now, did you have information derived from Mr. 
Hulst and others? 

A. Mr. Hulst was one of the men that I saw very often. 
I think at that time he was our employee at the Oliver Mining 
Company's works. With reference to this specific interview, 
it was one of many that I had frequently, but I do not recall 
this special one. 

Q. But you did know in a general way the extent of the ore 
holdings of all these companies? 

A. Yes ; and Mr. Hulst was an officer of the Oliver Mining 
Company, and naturally I was in close touch with him all the 
time regarding these affairs. 

Q. And you got information for the purpose of informing 
yourself? 

A. As I did upon any branch of the business. 

Q. And that was a very large subject matter that you had 
in contemplation ? 

A. Quite so. 

Q. And you got information from Mr. Hulst as to the ore 
reserves ? 

A. Yes, from time to time 1 

Mb. Likdabuky : You do not mean at this particular time ? 
The Witness : No, from time to time. I do not recall this 
special instance. 

By Me. Dickinson : 

Q. You have been asked, Mr. Schwab, the price of rails 
that were made according to particular specifications of var- 
ious railroad companies. Was not $28 the base price by which 
the price of all these rails, was fixed or with reference to all 
these rails, except open hearth? 

A. At that time? 
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Mk. Lindabuey: I suppose you are speaking of the later 
time. 

By Mb. Dickinson : 

Q. I mean from 1901 down to October 26, 1911. 

Me. Lindabuey : Are you asking for the practice at Bethle- 
hem, or generally? 

Me. Dickinson: I am asking the price generally among 
the rail makers, whether the $28 price for standard rails was 
not the fundamental price from which the price for these par- 
ticularly specified rails was figured. 

Me. Lindabuey : Do not answer that yet. I object to that, 
because the witness can not tell upon what base other manu- 
facturers figured. He can only know what Bethlehem took as 
the base when they figured on the specifications. 

Mb. Dickinson: Maybe he knew what the Steel Corpora- 
tion took ; he was connected with them for a long time. 

By Me. Dickinson: 

Q. Answer that question please, Mr. Schwab? 

A. What is the period? 

Q. October, 1901, to October 26, 1911. 

A. I can not answer for all that period. The statistics 
will show. If you will say for any specific time? 

Q. Answer as to 1901. 

A. In 1901 my recollection is that $28 was the base price 
for rails. 

Q. 1902? 

A. I do not recall now. 

Q. You only remember as to one year ? 

A. No, but at that period I would naturally know. My best 
recollection is that the price of rails in 1901 and 1902, and in- 
deed thereafter, was $28. 

Q. After these particular specifications came in, under 
the various demands of railroads, by which the rails varied 
somewhat in quality, some having vanadium and some hav- 
ing more phosphorus and other things, I ask you whether 
the price of all those was not made in reference to a base of $28 ? 

A. As far as my works at Bethlehem are concerned — I do 
not recall the question coming up in the Steel Corporation— in 
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those earlier years, up to 1904, and so far as it concerned the 
practice at our works, that is the method of arriving at those 
extras. 

Q. So far as you know, has it not been the general method 
among rail manufacturers? 

A. I can not speak for others. 

Q. I believe you said that when the price of rails was fixed 
at $28 a ton, it was regarded in the earlier days by steel manu- 
facturers, along about 1900, and before that, as a fair price for 
rails? 

A. A fair price. 

Q. And also that you never had a railroad president or 
purchasing agent ask you to give him rails for less? 

A. That is my best recollection. 

Q. You think the price is too low for rails ? 

A. I do. 

Q. How long have you thought it was too low? 

A. I always thought so ; for the last ten or fifteen years. 

Q. And you said that notwithstanding that, you would' 
not reduce the price, did you not? 

A. Would I what? 

Q. That you would not reduce the price. 

A. Naturally, I would not, if I could avoid it. 

Q. You could avoid it by not doing it, could you not? 

A. What? 

Q. I say, you could avoid it by not reducing it? 

A. Naturally. 

Mr. Listdabury : You do not mean that the witness said that 
notwithstanding the price was too low, he would not reduce 
it? I think you ought to straighten out that English, Judge. 

By Me. Dickinson : 

Q. I will put it so that there will be no possible misconcep- 
tion. ' ' The Witness : I am stating what I had done. ' ' 

A. Will you tell me what that is quoted from ? 

Q. From your testimony here in this case. "I am stating 
what I had done. I said I would not reduce the price." You 
said that. Now, you said a while ago, if you could help it 
you would not do it. 

A. I am not clear as to what this is all about yet. 
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Q. It will get a little clearer as we go along. 

A. You will have to tell me a little more. May I read the 
previous part of the testimony, so that I will know what it is 
about? 

Me. Lindabuby: Would you mind giving us the page? 

Me. Dickinson : 7697. Do you want to read it? 

The Witness : Thank you, Judge. 

The Witness : Where does this start ? 

By Me. Dickinson : 

Q. 76%, 7697, 7698, 7699 ; you can read that if you want to. 

A. Now, Mr. Dickinson ? 

Q. And you also said there had never been any change dur- 
ing the last ten years in that price, and there is not likely to 
be any, did you not? 

A. That is my best recollection. 

Q. And that Bethlehem is making these rails at less than 
the established and acknowledged price ? 

A. At less? 

Q. I will read the whole answer. 

A. What page is that? 

Q. 7698. 

' ' I would not change five cents in the price of my rails, for; 
two reasons : First, because it would not be any more likely to 
secure the business, which I am going to get at any rate, and 
secondly, the railroads of my competitors would say, to the 
people in the West, for example, 'Bethlehem is making these 
rails at less than the established and acknowledged price. 
You must do the same.' The result would be an awkward 
situation for all." 

You stated that? 

A. Yes. 

Q. Now, what would make it an awkward situation for all? 

A. Because railroad people always feel satisfied to know 
that they have bought their rails as well and at as good a 
price as any other railroad has done. What I stated before is 
substantially true, that railroads do not desire, nor have they 
requested me as far as I remember, to reduce that price of 
rails of $28, and knowing that it is fair, and it is the same 
price as other railroads are paying for rails. 
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Q. Do they not know it would not be any use to ask you to 
reduce it ? 

A. I do not know. It would not be any use to ask so far as 
I am concerned. 

Q. You would not reduce it, you say? 

A. I would not reduce it. 

Q. What awkward situation would come if you did re- 
duce it? 

A. For example, supposing the Pennsylvania Steel Com- 
pany reduced the price of rails to the Lehigh Valley Railroad, 
on which road my works is located. The President of the 
Lehigh Valley would be in a very awkward position to go and 
buy his rails at a lesser price from a concern not on his road 
than he would from me, and he would be in a very awkward 
position not to buy the rails at as cheap a price as he could 
get them. 

Q. Suppose that they reduced them to everybody, not mere- 
ly to the Lehigh Valley, but everybody that wanted to buy 
rails. 

A. I should not be inclined to do that. 

Q. Would that bring about an awkward position? 

A. No, but it would not be within my power to reduce them 
to everybody, to the people in the West; I mean you could 
reduce them to everybody for the Bethlehem Steel Company. 

Q. That is what I am talking about. 

A. But I would not do that, naturally ; it would not be good 
business. 

Q. That would produce an awkward situation, would it? 

A. Well, it would for me. 

Q. Would it not for the rail manufacturers generally in 
this country? 

A. Oh, no, I am not speaking for them. 

Q. I will ask you if you testified at the Tariff hearing in 
1908, December 15th? 

A. Yes. 

Q. I will ask you whether or not these questions were asked 
and these answers were given by you, page 4943 of the Tariff 
Hearings, 60th Congress : 

"The Chairman: Your question was whether there was 
any agreement about the price of $28 a ton. 
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"Mr. Schwab: There is not. 

"The Chairman: Did I understand? 

' ' Mr. Schwab : I have explained to you exactly. 

' ' Mr. Randall : My question before that was this, that as 
he had, I understood, testified that it was not by agreement 
but by mutual consent as distinguished from agreement, that 
they had fixed the price. Then I asked him if that was consid- 
ered by him a business proposition, that mere understanding. 

' ' The Chairman : Let us go through with this. 

' ' Mr. Eandall : I am very sorry I am taking up the time of 
the Committee. I am not taking up very much time. 

' ' The Chairman : We want to get through. 

' ' Mr. Randall : I understand, but my people have to pay the 
tariff on this. There are a great many consumers of this 
article. 

' ' Mr. Schwab : As I explained before, we had an agreement 
to maintain the price of rails along in 1896 and 1897, and then 
came the steel war, the great break in prices, and after it 
was all over, this was before the time of the Steel Corporation, 
the steel manufacturers got together and agreed to restore 
the price of steel rails. 

"Mr. Randall: You need not go over that. 

* ' Mr. Schwab : But that is an answer. 

' ' Mr. Randall : I know, but I am asking you with reference 
to present conditions. I do not care how you came by it. 

"Me. Schwab: Gentlemen, I came here to give you this 
thing freely and I will do it in my own way or not at all. 

' ' Mb,. Randall : If you will answer my questions 

' ' Mb. Schwab : You must permit me to answer them in my 
own way. I can not answer the direct question yes or no with- 
out an implied understanding that is wrong. 

"Mr. Dalzell: Go ahead. 

"The Chaibman : Of course answer it as far as you please. 

"Mb. Schwab: I am going to give you the exact reasons. 
Then we got together as manufacturers and restored the price 
of rails to $28. Now there has been no manufacturer selling 
rails that would dare to change that price for fear of another 
steel rail war. That is true of every line of which I speak, 
that we had the same arrangements about. 

"Mb. Randall: Practically all lines of steel products? 
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"Mb. Schwab: No, all lines of which I spoke, structural 
steel and steel products. ' ' 

Now, I will ask you, Mr. Schwab, is it not a fact, as you are 
recorded as having stated there, that no manufacturer selling 
rails would dare to change the price for fear of another steel 
rail war? 

A. I think that was perhaps the statement in substance, 
and yet my views could be m'odified. What I meant to say was 
this — — 

Q. First, let me ask you if you said that. 

A. I did say that, yes. 

Q. Now, you can modify it. 

A. No, if you do not want any more information — ^was 
there anything you asked me about it! 

Q. I do not want to cut you 'off. 

A. That is all right. Then I have nothing further to say. 

Mr. Lindabury: Of course you are entitled to make any 
explanation you desire now, Mr. Schwab. 
Mb. Dickinson : I told him that. 
Mr. Lindabxjry : I thought you did. 
The Witness : I did not so understand it. 

By Mr. Dickinson: 

Q. Oh, yes, of course I mean subject to exception, but I 
mean by that, that I do not want to cut you off from anything 
that would put you in 

A. What I mean by that is this : $28 is the established price 
for rails and has been for a long time. That is a price regarded 
by manufacturers and purchasers as fair and right. Now, to 
start to change that price would mean that other manufactur- 
ers, if I made the price $27.50, the Pennsylvania Steel Com- 
pany w'ould probably try to make it $27. The result would be 
that we would not be ultimately receiving a fair price for our 
products, and that would change an old and established cus- 
tom and usage for fixing the price of rails. 

Q. Did it not become $28 after the formation of the Cor- 
poration? 

A. It had been before, and became so afterwards. 

Q. Then there had been a break? 
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A. Yes, sir. 

Q. And then it was establislied after the formation of the 
Corporation ? 

A. Yes, sir. 

Q. Now, this price has been maintained regardless of the 
cost of making rails, has it not? 

A. Yes, sir. 

Q. You stated that it cost you more to make rails than the 
Corporation? 

A. Quite so. 

Q. How much more ? 

A. I do not know the Corporation's costs. 

Q. Well, you stated in your testimony it cost you more. 

A. Yes, I think it costs us four or five dollars a ton more, 

Q. If the Corporation 

A. (Interposing.) But I might also make an explanation 
there : That the reason it costs me more is because I have not 
the equipment or investment that the Corporation has. 

Q. But it does cost you more? 

A. In other words, with the rail mills and open hearth and 
the things I have, it costs me no more to do the same work 
than it costs the Corporation; but the Corporation has a lot 
of things that I do not have. 

Q. They have railroads? 

A. They have railroads and steamships and things that 
I do not have, in which they have their money invested, and 
upon which they must earn returns that I do not have to, and 
therefore they must make a lower cost for rails to make the 
same profit that I do. 

Q. Does the fact of their having a railroad going from the 
ore region to the Lake ports give them an advantage over yon 
in the making of rails? 

A. It gives them an advantage in cost, if you figure their 
cost by taking the cost of transporting their ore ; but if you 
take their cost at rates published, then they have no advan- 
tage, but they have all the advantage of cost in transporta- 
tion. 

Q. Do you mean to say that if they make a profit on car- 
rying their ore that that does not enter into the cost of rails? 
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A. It would not if I were figuring it. I would give that 
profit to the railroad or the steamship company. 

Q. Then suppose that went back into the pockets of the 
Corporation around another way. Ultimately, is it not true, 
Mr. Schwab, that owning a railroad or railroads from the ore 
region to the Lake ports gives an advantage to the Corpora- 
tion over its competitors in making rails 1 

A. It gives it the advantage over the competitors in mak- 
ing rails of only the profit that they make on their railroad. 

Q. Whatever that is? 

A. Whatever that may be. 

And for one other reason, that the railroad owned by 
the Corporation can be operated more economically and bet- 
ter than it could under any other condition. 

Q. By a corporation? 

A. By the Steel Corporation. 

Q. Then that would make the profits greater, would it 
not? 

A. It ought to. 

Q. Then, to that extent, it could be operated— — 

A. (Interposing.) More economically. 

Q. It could be operated more economcially, and that would 
increase the difference, would it not? 

A. Quite so. It ought to. 

Q. And does that apply to the other makers of rails, — that 
advantage? 

A. If we had the railroad it would ; but we have not. 

Q. I know; but does the fact that the Corporation owns 
the railroad apply not merely to the Bethlehem Company but 
to all other makers 'of rails ? 

A. You mean the rate on their railroad? 

Q. No; but the advantage they have by owning the rail- 
road and the profits they make out of it? 

A. Yes ; that is natural. But if I owned a railroad from 
the seacoast to the Bethlehem works, then, as far as they are 
concerned, they Would have no advantage over me. 

Q. But you do not own it? 

A. No. But that is because of the deficiency of my plant. 
I have not enough money to do that. 

Q. How many competitors of the United States Steel Cor- 
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poration own railroads carrying the ore from tlie ore fields 
to the ports where it is put in the ships? 

A. None. 

Q. It is the only one that has that advantage, whatever 
that advantage is? 

A. That is right. 

Q. In what I read you occurs the following, which I will 
repeat, to get your mind addressed to it : 

' ' There has been no manufacturer selling rails that would 
dare to change that price for fear of another steel rail war. 
That is true of every line of which I speak, that we have the 
same arrangements about." 

What other lines did you have the same arrangements 
about? 

Mr. Lindabubt: To what page are you referring, Judge? 
Me. Dickinson : Page 4944. I will read a little further : 
"Me. Eandall: Practically all lines of steel products? 
"Mb. Schwab: No; all lines of which I spoke, structural 
steel and steel products. ' ' 

A. Is that the same connection? 

Q. I will show you this page, 4944, and you may just read 
it for yourself. 

A. I suppose I had in mind there the fact that we had pool 
arrangements in the earlier days for making this price, and if 
any one changed it, it would not be the best thing for the busi- 
ness. 

Q. That is, when you were referring to a rail war, it ap- 
plied to rails and other things about which you had arrange- 
ments, such as structural steel? 

A. Structural steel; that is the only interpretation I can 
put on it now. 

Q. In December, 1901, was not from 80 to 90 per cent of 
all the steel produced in the United States made from ore in 
the Lake Superior district? 

A. I have no definite data, but roughly, I think that is 
right. 

Q. "Was not that the standard ore, and the one steady 
source of supply at that time? 



CHARLES M. SCHWAB. 4331 

A. For the Middle West, yes; for the West and Middle 
West. 

Q. Generally in the United States for that time, 1901? 

A. It was the source of supply for from 80 to 90 per cent 
of the production of steel in the United States. 

Q. How about 1902? 

A. Well, I think there has been no very serious change. 

Q. So that has continued, then, the source of supply for 
from 80 to 90 per cent 'of the steel production of the United 
States? 

A. Until these last few years ; I think that percentage has 
been decreased very much. 

Q. By what? 

A. By the Tennessee Coal & Iron. When I come to think 
of it, I think that 80 to 90 per cent is probably too high. 

Q. You mean for what time? 

A. Even from 1901, along these periods, because I did not 
think of the Colorado Fuel & Iron, or the Tennessee Coal & 
Iron, and the works in the East. Therefore I say I think 80 
or 90 per cent, is high, when you consider the Colorado and 
the Tennessee. I think the works in the East, that purchase 
their supplies from abroad, like the Pennsylvania, the Mary- 
land and the Bethlehem, would probably take from 10 to 20 
per cent. 

Q. How much was the Bethlehem drawing from abroad 
in 1901? 

A. In tons? 

Q. What percentage — yes, in tons. 

A. I would have to calculate that. 

Q. How much was the Pennsylvania in 1901 drawing from 
abroad ? 

A. I would have to refer to statistics. 

Q. Did you know whether it was drawing any appreciable 
amount in 1901 from abroad ? 

A. I think so, yes ; naturally. The Bethlehem occasionally 
made small purchases in this Country, but their chief source 
of supply was from abroad. 

Q. Can you state what the ingot production of the Bethler 
hem Company was in 1901? 
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A. I did not own it at that time, and I do not know, I 
wasn't connected with it. 

Q. Wasn't it small compared with what it is now? 

A. Yes. 

Q. Wasn't the amount of ore used small, as compared with 
what it is now? 

A. Yes. 

Q. Wasn't the amount of ore used by the Bethlehem Com- 
pany at that time very small in comparison with all that was 
used in the United States at that time? 

A. It was. 

Q. You say you now tliink that the percentage that you 
just gave, 80 to 90 per cent at that time, may have been too 
large a percentage? To what extent was it too large? 

A. Not appreciable ; maybe five per cent. 

Q. So that substantially it was from 80 to 90 per cent? 

A. Yes, it was. 

Q. And is that so down to 1911? Was that so? 

A. I think that percentage has gradually decreased. 

Q. What would you put it at, for 1910? 

A. When you ask me what I would put it at, it is a guess 
on my part, for I have not compiled any statistics. 

Q. I understand. 

A. And I should imagine perhaps 75 per cent of it. 

Q. 75 per cent? 

A. Yes. 

Q. In 1901 what was the amount 'of tons of commercially 
available ore then known in the Lake region? 

A. Well, I have no statistics as to that. It was generally 
put at something over a billion tons in the entire Lake Superior 
region. 

Q. Are you basing that upon information you have now or 
from information you had at that time? 

A. That was generally talked about at that time. 

Q. May you not be mistaken? 

A. I might, oh, quite. 

Q. I will call your attention, to refresh your memory, to 
your statement made before the Stanley Committee, volume 
18, page 1282, not for the purpose of contradicting, but merely 
to call it to your attention. In answer to a question, you put 
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in at the hearing a copy of an address which you made before 
a group of bankers in the City of Chicago on December 21, 
1901, in which address the following appears : 

"The steel industry to date" — that date was December, 
1901 — "has drawn its ores chiefly from what is known as the 
Lake Superior District in the Northwest. In fact, I believe I 
may safely say that from 80 to 90' per cent of all the steel pro- 
duced in the United States is made from ores in this district. 
It is the standard ore and one steady source of supply, and as 
far as engineers can estimate, there are between 600,000,000 
and 700,000,000 tons of ore now known in the Lake region. 
G-eologists tell us that the possibility of future discoveries or 
new ranges is rather remote. The constituent companies of 
the United States Steel Corporation own, as nearly as we can 
estimate, from 75 to 80 per cent of all the known Northwestern 
ores, the value of which is very high. ' ' 

Now, do you recall that you did make that address? 

A. I do. 

Q. Before the bankers of Chicago 1 

A. I do. 

Q. You were then president of the United States Steel 
Corporation? 

A. I was. 

Q. You, no doubt, were giving them information to the best 
of your knowledge and belief at that time? 

A. I was. 

Q. Did this statement occur in that address? 

A. I evidently believed that then. 

Q. And your information then on the subject was fresher 
and nearer to the events than it is now? 

A. Yes. 

Mb.. Lindabxjey : And even more optimistic. 

By Mr. Dickinson : 

Q. I will call your attention to your testimony before the 
Stanley Committee, as it appears in volume 18, pages 1290 
and 1291. I will hand you the volume and mark that to which 
I wish to call your attention, but you can read all you want. 

Me. Lindabuby: What are you asking him about? 
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Mb. Dickinson: About Ms testimony before the Stanley 
Committee. 

Mr. Lindabury: What page? 

Mr. Dickinson : Pages 1291 and 1292. 

The Witness : Yes. 

By Mb. Dickinson : 

Q. I have shown you the volume of your testimony, August 
4, 1911, in which the following occurs : 

"The Chairman: Now, Mr. Schwab, you say that these 
concerns we have with us, like the United States Steel Cor- 
poration, the Cambria and the Pennsylvania, and the rest of 
them, will abide with us, but there will be no new concerns 
in the field." 

A. Pardon me ; I do not get that. The Stanley Commit- 
tee? 

Q. Yes; I have marked it. 

A. I have got that, but it is with reference to the ore situ- 
ation that you have marked for me. It is page 1291 you have 
marked for me. 

Mr. Dickinson : It begins a little higher up on the same 
page, Mr. Schwab. 
The Witness : Yes. 
Mr. Lindabuey: What is the page? 
Me. Dickinson: 1291. 
The Witness : Right. 

By Mb. Dickinson : 

Q. I will read now that testimony: 

"The Chaieman: Now, Mr. Schwab, you say that these 
concerns we have with us, like the United States Steel Cor- 
poration, the Cambria, and the Pennsylvania, and the rest of 
them, will abide with us, but there will be no new concerns in 
the field? 

"Mb. Schwab : I do not believe there will be any great de- 
velopment in iron and steel by new companies, but rather de- 
velopment by the companies now in the business. 

' ' The Chairman : Now explain that to us. 

Mr. Schwab : For the reason that the possibility of a new 
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compahy getting a sufficiently large supply of raw materials 
would make it exceedingly difficult, if not impossible. 

' ' The Chairman : In other words, a great concern like the 
Lackawanna, or the Cambria or the United States Steel Cor- 
poration must 'own vast ore reserves in order to justify the 
expenditure of an enormous amount of capital? 

' ' Me. Schwab : Quite so. 

' ' The Chairman : And those ores which are now on this 
continent are owned or leased by the existing operating com- 
panies I 

' ' Mr. Schwab : Not all, but the great part of them. 

' ' The Chairman : There is not a sufficient quantity out- 
standing to justify anyone else going into the business. 

"Mr. Schwab : I do not think it is possible today, with the 
known ores, for anyone to get a sufficiently large reserve to jus- 
tify the very great expenditure of capital necessary to success- 
fully manufacture. But, Mr. Chairman, I would like to qualify 
that by saying there are large well known deposits, for ex- 
emple, 'on the West Coast of Mexico, that may be made avail- 
able by the Panama Canal and cheaper transportation later 
on. I do not want to make that statement absolute, but I 
say the chances are against such development. ' ' 

Did you give that testimony, Mr. Schwab! 

A. t did, and I had in mind at that time the development 
of the iron and steel industries, which would draw their sup- 
plies from the Northwest rather than from the East. I must 
make that qualification because that is what we were then dis- 
cussing, or rather the coast, where they could draw them from 
abroad. 

Q. From abroad, well, you mentioned that, did you? 

A. I know. I want to make that clear. But when I spoke 
of the difficulty of a concern as large as the Steel Corporation, 
which to my mind is the only one which can economically op- 
erate to the greatest economical advantage, it would find it 
difficult today to get sufficient ores in the Northwest or that 
location for the development of an industry of that magnitude. 

Q. Would it not be impossible 

A. Well, that is what I say ; it would be impossible. 

Q. For a concern integrated like the United States Steel 
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Corporation, with the variety of products which it makes, the 
amount of products that it makes and exports in foreign busi- 
ness — I say, would it not be impossible for another concern of 
equal strength and magnitude and facilities for carrying on 
foreign business to get the ores in this country? 

A. In this country, I think it would, from the ores now 
known . 

Q. Now known? 

A. Yes. 

Q. That was true, was it not, in 1901? 

A. I think so, yes. 

Q. Even more manifestly true then than now? 

A. I think so, because 

Q. Then, Mr. Schwab, with the facilities that the Corpor- 
ation had under the bringing together of these various con- 
cerns in 1901 with the ores they controlled, the railroad trans- 
portation, the capacity for the output of ingots upon which 
the steel industry is based, was it possible thereafter to form 
in this country any other concern as well equipped for carry- 
ing on the export business? 

A. You might, as well equipped, but not to the same extent, 
in my opinion. 

Q. As well equipped, but not to the same extent? 

A. No. You could build a works in each of these branches 
of business that the Steel Corporation have in a lesser de- 
gree, but not to the extent that they have. 

Q. Could any other concern in this country, after the for- 
mation of the Corporation, have gotten ores in the Northwest 
or in the United States to manufacture products anything like 
to the same extent that the Steel Corporation was manufac- 
turing them? 

A. I 'only want to say that if I live and have money enough, 
the Bethlehem Steel Company will ultimately make every 
product that the United States Steel Corporation makes. 

Q. I am asking you about 1901. Was it possible for any 
combination to have gotten, after the formation of the United 
States Steel Corporation, 'ores and railroads operating to the 
ores and concerns with the same capacity of products to an 
extent comparable to the Steel Corporation? 

A. They could have built the works, and a new company 
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could have built the railroads ; but I doubt if they could have 
had a sufficient reserve of ore to justify that expenditure of 
capital at that time. 

Q. Could any concern at that time, or any time, down to 
1910, have done so 1 If so, just state where the sources would 
have been. 

A. They could not have done so if they were to draw their 
supplies from the Northwest. They could have done so if 
they had built in the East and drawn their supplies from 
abroad. 

Q. The Northwest, however, from 1901 down to 1910, sup- 
plied the ores which were the base of the steel industry in this 
country? 

A. It has, for all the steel required in the West and Middle 
West : for the greater part 'of the steel required in the West 
and Middle West. 

Q. You are now informed as to the date of the dinner that 
was given to you by Mr. Simmons 1 

A. We have been informed, yes. 

Q. What was the date ? 

A. It was the 12th of December, 1900'. 

Q. Was that before or after the meeting that you have 
already testified about, in regard to the statement made by 
Mr. Steele about the tube business'? 

A. The record will show that. 

Q. What was the date of that? 

Me. Lindabxjry : Some time in November of that year. 
The Witness : The meeting with Mr. Steele was in Novem- 
ber. 

By Me. Dickinson : 

Q. So that this dinner — 

A. (Interposing.) Was after. 

Mr. Colton : The date of the minutes was the 6th of No- 
vember. It must have taken place prior to that. 

Mb. Severance: That was the minutes of the meeting at 
which he reported the meeting. 

By Me. Dickinson : 

Q. The interview was prior to this dinner? 
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A. The interview with Mr. Steele was prior to this dinner. 

Q. Yes. And at that time the question came up about the 
interest manifested by the Morgan people in the possible com- 
petition that you were going to establish at Conneaut? 

A. Yes. 

Q. Did Mr. Carnegie, so far as you know, have anything- 
to do with getting up this dinner? 

A. Not as far as I know. 

Q. Was he at the dinner? 

A. He was there for a few moments only. He had some 
other engagement for the evening, and came in and remained 
for twenty minutes or half an hour, and went away. 

Q. Who proposed the question of the sale of the Carnegie 
works first, Mr. Morgan to you or Mr. Carnegie to you? 

A. I talked about it with Mr. Morgan before I went to 
Mr. Carnegie, at this special time. I went to Mr. Carnegie to 
get a price for it; after my talk with Mr. Morgan I went to 
Mr. Carnegie to get a price. 

Q. At the suggestion 'of Mr. Morgan? 

A. Yes ; as a result of our mutual talk. 

Q. Had Mr. Carnegie at that time ever asked you to sell 
to Mr. Morgan? 

A. No, sir. 

Q. Mr. Schwab, in this consolidation theite was represent- 
ed the Federal Steel Company. Had Mr. Morgan been identi- 
fied with the Federal Steel Company? 

A. I think so, yes. 

Q. Was he interested in it? 

A. I can not speak for that ; I do not kn'ow. He was gen- 
erally credited with being interested in it, but I have no 
definite personal knowledge of his interest in it. 

Q. Was it not generally known, and a notorious fact, that 
he was? 

A. It was generally believed that he was. 
Q. Judge Grary was connected with the Federal Steel Com- 
pany, was he not? 
A. Yes. 

Q. And Mr. Bacon? 
A. Yes. 
Q. Mr. Morgan was identified at that time with the Amer- 
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ican Bridge Company, was he not? Had he not formed the 
American Bridge Company? 

A. To the best of my knowledge, he had. 

Q. J. P. Morgan & Company? 

A. Yes. 

Q. Was not Mr. Steele connected with it? 

A. With Mr. Morgan? 

Q. Yes. 

A. He was a member of the firm of J. P. Morgan & Com- 
pany, to the best of my knowledge. 

Mk. Lindabtjry: No. 
The Witness : Was he not? 

Mr. Lindabxjry: Did not Mr. Steele come in just a little 
later? 

The Witness : Mr. Steele was in with Morgan & Company. 

By Mr. Dickinson : 

Q. He was with Morgan & Company? 

A. Yes, I think so. 

Q. YoTi have spoken of an interview that you had with Mr. 
Steele in November, which was prior to the formation of the 
United States Steel Corporation. 

A. At that time I saw Mr. Steele at Mr. Morgan's 'office. 

Q. Yes. J. P. Morgan & Company were also in the Nat- 
ional Tube? 

A. Of course I give you this only from general knowledge. 
I have no definite knowledge of these things. 

Q. You talked with him about putting these things to- 
gether? 

A. I did. 

Q. You knew at that time, did you not, that he was inter- 
ested in the National Tube? 

A. It was general knowledge, of course, but I have no 
definite knowledge of that. 

Q. You mean you did not hear him say it ? Was it not, how- 
ever, a matter of general knowledge? 

A. Of general knowledge. 

Q. And you had that general knowledge? 

A. Quite so. 

Q. What were known as the Mo'ore concerns at that time? 
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A. The National and the Tin Plate and the Sheet, 
Q. And they were all brought in under this arrangement? 
A. They were. 

Q. What was known as the Rockefeller concerns? 
A. That was the ore. 
Q. The ore? 
A. Yes. 

Q. And they came in under this arrangement? 
A. At a later date. 
Q. Do you know Mr. Widener? 
A. I do. 

Q. Did he become a director of the Corporation? 
A. He did. 

Q. Mr. Widener was identified with the tobacco interests, 
was he not? 

A. I do not know. 

Q. You do not know that? 

A. No. 

Mr. Lindabxjry : The tobacco company did not come in. 

By Mr. Dickinson: 

Q. You were president of the Carnegie Company? 

A. I was. 

Q. You came in and became president of the Corporation? 

A. I did. 

Q. Did you know Mr. H. H. Rogers ? 

A. I did. 

Q. With what interest was he identified? 

A. The Standard Oil Company, to the best of my knowl- 
edge. 

Q. And he became a director of this corporation? 

A. He did. 

Q. So there you combined the interests of J. P. Morgan & 
Company, the Carnegie Company, the Rockefeller interests, 
the Standard Oil Company, and the Moore interests, did you 
not? 

A. Well, if you so express it. The interests are clearly 
just what I have told you. 

Q. Yes. Now, Mr. Schwab, outside of those interests, what 
interest in the United States financially was comparable in 
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strength with either J. P. Morgan & Company or Rockefeller 
or the Standard Oil Company or the Carnegie people? 

A. What interest was comparable in strength? 

Q. Yes. 

A. I do not understand that question. 

Q. Financially? 

A. Oh, financially. I would not be competent to pass upon 
that. 

Q. You knew, did you not 

A. (Interposing.) I knew they were very strong, unques- 
tionably. 

Q. These people were very strong? 

A. Yes. I would not like to compare them with other 
interests. I do not know. 

Q. Can you mention anybody outside of these interests at 
that time in the United States that financially was compar- 
able in strength? 

A. As individual interests? 

Q. As individual interests or acting together. I mean any 
other persons acting individually or in any combination out- 
side of these? 

A. Judge, my 'opinion upon that subject would not be of 
any value at all. I have not any. 

Q. You were president of the Carnegie Company? 

A. Yes. 

Q. You became president of the Steel Corporation? 

A. I did ; but my duties were not in connection, in either 
of these corporations, with financial matters, but rather with 
practical affairs. 

Q. You are pretty familiar with the general history of this 
country, are you not? 

A. Yes ; but not sufiSciently familiar to pass upon the finan- 
cial strength of these people. 

Q. Was it not a notorious fact that J. P. Morgan & Com- 
pany financially was one of the strongest interests in the 
United States? 

A. That was generally believed, yes. 

Q. And the Standard Oil Company was 'one of the strong- 
est? 

A. They were a very large concern. 
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Q. And the Carnegie Company was one of the strongest? 

Mr. Lindabuey: I want to enter an objection to these in- 
quiries as entirely irrelevant and based upon the theory that 
J. P. Morgan & Company and Rockefeller and the Standard 
Oil Company and Mr. Carnegie became partners in this en- 
terprise, and put their individual fortunes in it, whereas they 
merely sold an interest which they had, among hundreds 'of 
other interests, in various other industries. 

By Mr. Dickinson : 

Q. Did not all of them either get bonds or stocks in this 
concern ? 

A. I have no means of knowing. 

Q. Mr. Carnegie got bonds, did he not ? 

A. He did. 

Q. And you got bonds and stocks both, did you not? 

A. I did. 

Q. Did not J. P. Morgan & Company get stocks'? 

A. I do not know anything about that. 

Q. Did not their concerns go into this combination? 

A. What do you mean by their concerns? 

Q. The National Tube and the American Bridge Company? 

A. Yes. 

Q. And the Federal Steel Company? 

A. Those concerns went into the Corporation. 

Q. When I was interrupted, I was asking you to name any 
other concern in the United States that was of financial 
strength comparable to either J. P. Morgan & Company, the 
Standard Oil Company, the Carnegie Company or the Rocke- 
feller interests. 

Mr. Lindabuey: I object to that question, first because it 
is utterly irrelevant and second because the witness has 
stated over and over again that he cannot answer any such 
questions as that. 

By Mr. Dickinson : 

Q. If there were any, you do not know it, do you? 

A. I could not answer that. I have no 'opinion. 

Q. You can answer as to whether you know? 

A. I know, in a general way, that these companies were 
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regarded as very strong concerns. That was general knowl- 
edge. 

Q. If there was any other financial concern in the United 
States comparable in strength at that time either to the 
Morgan interests, or the Rockefeller interests, or the Car- 
negie interests, can you state it? 

A. I conld not do so, no sir. 

Q. If there was such a person or firm or combination, you 
do not recall it? 

A. I do not know it. 

Q. Do you know how many million tons were contained 
in the properties of the Consolidated Mines ? 

A. I do not recall. I do not know that it was made a 
matter 'of record. It seems to me we had in our minds — the 
Consolidated? 

Q. The Lake Superior Consolidated Mines. 

A. That was Eockefeller? 

Q. Yes. 

A. I do not recall it. I did, but I do not remember. 

Q. Do you know what was paid for it? 

A. I do not recall even that. Those matters are all mat- 
ters of rec'ord long ago, and having no further interest for 
ten years, they have naturally escaped my memory. 

Q. I will read to you from Volume IX of the transcript 
of record, pages 3688 and 3689, a stipulation entered into in 
this case as follows: 

"It is stipulated by and between the petitioner and the 
defendants John D. Rockefeller and John D. Rockefeller, Jr., 
that in March, 1901, John D. Rockefeller, owning about 
twenty-five twenty-ninths of the capital stock (represented 
by trustees' certificates) of Lake Superior Consolidated Iron 
Mines, at which time that company had outstanding capital 
stock of the par value of $29,424,594, reached an agreement 
with J. P. Morgan & Company, acting for United States Steel 
Corporation, to sell the stock in said company then owned by 
him to J. P. Morgan & Company, acting for said Steel Cor- 
poration, for a price reckoned on the basis of $48,000i,000 for 
the total outstanding stock 'of said company; that thereafter, 
and on March 15, 1901, it was agreed between John D. Rocke- 
feller and' J. P. Morgan & Company, acting for said Steel 
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Corporation, that said price for Mr. Rockefeller's stock would 
be paid and discharged by delivering to bim stock of the 
United States Steel Corporation, as follows: 

For each share of stock (par value one hundred dollars) 
of the Lake Superior Consolidated Iron Mines 1.35 
shares of the Preferred stock of the United States 
Steel Corporation, and 1.35 shares of the Common 
stock of the United States Steel Corporation; 

that at that time the market price in New York City for said 
stock of the Steel Corporation was eighty-three per centum 
for preferred stock and thirty-eight per centum for common 
stock, and that John D. Rockefeller made it a condition of 
his sale of any of his stock that said Steel Corporation should 
immediately offer the same terms to all other stockholders of 
Lake Superior Consolidated Iron Mines." 

Now, do you know whether or not the prices stated therei 
in figures are correct? 

Me. Lindabtjry: Do not answer that question. I object 
to counsel reading to the witness a stipulation in which the 
Steel Corporation refused to unite, made between the G'ov- 
emment and other defendants in this case, with regard to a 
matter that this witness said he had nothing to do with, and 
about which he can have no possible information except what 
is merely hearsay, if he has any at all. 

Mk. Dickinson : I object to counsel telling his own witness 
that he can not have any information except hearsay, as be- 
ing in effect a construction and suggestion to the witness as 
to an answer. 

Me. Lindabuey: I base it upon his already given testi- 
mony, that he had nothing to do with the transaction. 

By Me. Dickinson : 

Q. What do you say to the question? 

A. Really, I had nothing to do with that transaction; ab- 
solutely nothing. 

Q. I show you the testimony you are recorded as having 
given before the Industrial Commission, Volume XIII, page 
455, and ask you to read the part designated (handing wit- 
ness book). Have y*ou read that, Mr. Schwab? 



OHAELES M. SCHWAB. 4345 

A. I have. It is marked with a pencil? 

Q. Yes. 

A. Yes; I have read it. 

Q. Beginnniag two paragraphs above what I showed you 
I read. This testimony was given on May 11th, 1901. 

A. Right. 

Q. That was after the formation of the Corporation? 

A. Yes. 

Q. (Reading) : 

"Q. About what percentage of the product of the cion- 
stituent companies of the United States Steel Corporation 
has been exported during the last year? 

"A. I could not give you those figures. I do not know 
what they are. I have not Compiled them as yet. 

"By Me. Philmps: 

"Q. Can you give the per cent of the Carnegie Works? 

"A. Well, I could figure it out. I know the Carnegie peo- 
ple exported 70 per cent of all the steel exported, but I could 
not give you the tons. I do not remember. I will furnish 
you with data, if you would like me to do so, if you will make 
a memorandum of that. I do not like to guess at it, and I do 
not know. 

"Q. You spoke of the per cent of the steel industry that 
the Carnegie Company controls. Could you give the Com- 
mission about the per cent of the whole steel industry that 
the United States Steel Company controls? 

"A. Well, yes; I think it is between 65 and 75 per cent. 
It will vary with times. I think in very prosperous times 
the percentage will be smaller. In very dull times it will be 
very much larger. 

"Q. Would you consider that per cent sufficient to make 
what Would be called a monopoly of the business ? 

"A. No, I do not think so." 

Now, did you give that testimony, Mr. Schwab? 

A. To my best recollection. 

Q. I will go on : 

""Q. You do not think 75 per cent of an industry would 
enable the company to fix its prices absolutely? 

"A. No, I do not think so, especially when there is not a 
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great demand these prices are naturally fixed whether there 
is a consolidation or not, in times of great demand. In times 
of great depression the chances are that when we take any- 
thing like 70 per cent of the business, the company would be 
unable to fix the prices. It is when the demand is such 
as would enable everybody to run full that you can get better 
prices, and that would naturally occur whether you are con- 
solidated or not." 

Now, on page 465 ; have you that page 1 

A. Yes. 

Q. Under the head "Can prices and so forth be dictated." 

A. Yes. 

Q. (Reading) : 

"Q. What have you to say to the public expression that 
the United States Steel Corporation, controlling 80' per cent 
of the steel manufactured product of this country 

"A. (Interrupting.) Seventy per cent. 

"Q. Controlling 70 or 75 per cent can dictate the price 
for Europen manufacturers? 

"A. I do not know about that. I think manufacturers 
here did that before the formation of the United States Steel 
Corporation just as extensively and they will probably do it 
now. I think it likely that export business will be greater 
in volume in the future than in the past, because some of the 
smaller constituent companies had not been organized as 
some of the larger ones have been conducting export busi- 
ness. The percentage they would have exported would have 
been so small it would not have justified their establishing 
extensive foreign agencies for doing this business. Now that 
will probably be done through a consolidation of foreign 
agencies "and a greater tonnage will be taken." 

A. That was in line with my thought. 

Q. Wait a minute. (Reading) : 

"Q. You do fix the price for the home consumer? 

"A. No, I think I explained that to the Chairman. It 
does not require over 30 per cent of capital in any kind of 
business I think to contr'ol, because a man owning thirty or 
forty per cent of that can usually collect about him enough 
people who think as he does to direct the policy; therefore I 
do not think 70 per cent can absolutely fix the policy. ' ' 
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The "Witness: That seems contradictory, but I can ex- 
plain it. 

Q. I will ask yon whether or not you gave that testimony? 

A. I did, but I do not think that is correctly reported 
in that instance. 

Q. That last phrase? 

A. That last phrase. 

Q. But is the other correctly reported? 

A. So far as I know it is. 

Q. Does it accord with the facts as you understood them 
at that time? 

A. Except that phrase. 

Q. Except that phrase? 

A. Yes ; and I would like to explain this last answer. 

Q. You may explain that last answer if you want to. 

A. "What I meant by that last phrase was evidently this, 
that seventy per cent of the 'output of a country, as in steel, 
could not fix the price, but with reference to the thirty per 
cent, I referred to the capital stock of a company ; that a man 
owning thirty per cent of the capital stock of a company 
could usually control the same. 

Q. Had anything been said during your examination up 
to that time, about capital stock? 

A. I do not remember, but whatever was said that was in 
my mind, I am sure ; because the statement is so manifestly 
contradictory. 

Q. I call your attention to the difference between direct- 
ing the policy and fixing the price. 

A. Yes. 

Q. May there not have been that difference? 

A. I do not know the purpose of that last suggestion, tof 
speaking of thirty per cent controlling the policy, but what 
I do know and what I want to say is that I still believe that 
any corporation like Steel, any company like Steel, control- 
ling seventy per cent of the product, could not fix the price. 
That is weU 

Q. How about directing the policy? 

A. "What I meant to say was, if I owned thirty per cent 
of the Steel Corporation's stock, you would probably find 
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that would be sufficient to control it. That is what I mean. 

Q. But there is nothing previously said ab'out stock. 

A. That may be, but that is what I meant. 

Q. And you made no explanation of that sort then. 

A. I do not know whether I did, but there is none record- 
ed. 

Q. There is none recorded? 

A. No. Judge, in that same paragraph, may I say some- 
thing more? 

Q. Yes. 

A. I would like to call attention to what I said at that 
time about exporfs. 

Q. Do you mean that is not recorded here 1 

A. It is. 

Me. CoiiTON : It is there. 
The Witness: Yes. 

By Mr. Dickinson : 

Q. All right, you say you do want to call attention to it? 

A. N'o ; it is all right. You read it, it is there. 

Q. Mr. Schwab, I will ask you if standard ores in the 
Lake Superior region, averaging 60.81 per cent of iron and 
.038 phosphorus are commercially available ores? 

A. Let me have the analysis again. 

Q. Said average analysis being for said ores, dried, at 212 
degrees Fahrenheit. 

A. Now the analysis? 

Q. 60.81 of iron and .038 of phosphorus. 

A. If that is good ore? 

Q. The question I would like to have you answer as I 
put it is whether it is commercially available ore. 

Mr. Lindabxjry: Now let us have the question. 
(The question was read as above recorded.) 

A. Do you mean those ores can be secured now commer- 
cially? 

Q. No, for manufacturing purposes. 

A. Whether that is a good ore for manufacture? 

Q. Yes. 
I A. Undoubtedly it is. 
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Q. With that explanation of my meaning, I will go on. 
Are standard ores in the Lake Superior region averaging 
iron 60.60 per cent and phosphorus .041, commercially avail- 
able ores, said average analysis being for said 'ores dried at 
212 degrees Fahrenheit? 

A. That is a good commercial ore. I do not understand 
the way it is put — conamercially available. 

Q. I mean it is a good ore for manufacturing iron? 

A. Yes. Commercially available, I thought might mean 
whether it can be made possible for manufacture. 

Q. No. 

Mb. Lindabuby: That w'ould involve the question of the 
cost of getting it out of the ground, commercially available. 
The Witness : That is right. 

By Me. Dickinson: 

Q. Now, you understand the explanation of what I mean ? 

A. Yes ; whether an ore of that kind is a good ore for man- 
ufacturing purposes. 

Q. Yes. 

A. It is. 

Q. And they are good ores? 

A. They are good ores. 

Q. Are standard ores in the Lake Superior region aver- 
aging iron 60.79 per cent and .039 phosphorus good ores, said 
average analysis being for said ores dried at 212 degrees 
Fahrenheit? 

A. They are. 

Q. Are standard ores in the Lake Superior region averag- 
ing ir'on 57.29 and phosphorus .076 commercially available 
ores, said average analysis being for said ores dried at 212 
degrees Fahrenheit? 

A. It is a practical ore, but I would not call it a good ore 
like the others ; it is not a Bessemer ore, it is available 

Q. Well, are said ores being used now? 

A. Yes, they are. 

Q. Is that higher or lower than the average ore of the 
Lake Superior district? 

A. I think it is higher. 

Q. Are standard 'ores in the Lake Superior region aver- 



4350 CHAELES M. SCHWAB. 

aging 57.06 iron and .086 phosphorus commercially available 
ores, said average analysis being for said ores dried at 212 
degrees Fahrenheit? 
A. They are. 

Q. Are standard ores in the Lake Superior region averag- 
ing 57.25 per cent iron and phosphorus .079 commercially 
available ores, said average analysis being for said ores dried 
at 212 degrees Fahrenheit? 
A. They are. 

Q. Are standard ores in the Lake Superior region averag- 
ing iron 58.41 and phosphorus .066 commercially available 
ores, said average analysis being for said ores dried at 212 
degrees Fahrenheit? 
A. They are. 
Q. Are standard ores of the Lake Superior region aver- 
aging iron 60.81 and phosphorus .038 high grade ores said 
average analysis being for said ores dried at 212 degrees 
Fahrenheit? 
A. They are. 

Q. Are standard 'ores of the Lake Superior region averag- 
ing iron 60.60 and phosphorus .041 high grade ores,' said 
average analysis being for said ores dried at 212 degrees 
Fahrenheit? 
A. They are. 

Q. Are standard ores of the Lake Superior region averag- 
ing iron 60.79 and phosphorus .039 high grade ores, said 
average analysis being for said ores dried at 212 degrees 
Fahrenheit? 
A. They are. 

Q. Are standard ores of the Lake Superior region averag- 
ing iron 57.29 and phosphorus .07'6 high grade ores, said 
average analysis being for said ores dried at 212 degrees 
Fahrenheit? 
A. They are. 

Q. Are standard ores of the Lake Superior region averag- 
ing iron 57.06 and phosphorus .086 high grade ores, said 
average analysis being for said ores dried at 212 degrees 
Fahrenheit? 
A. They are. 
Q. Are standard ores of the Lake Superior region aver- 
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aging iron 57.25 and phosphorus .079; high grade ores, said 
average analysis being for said ores dried at 212 degrees 
Fahrenheit? 

A. They are. 

Q. Are standard ores of the Lake Superior region averag- 
ing iron 58.41 and phosphorus .056 high grade ores, said aver- 
age analysis being for said ores dried at 212 degrees Fahren- 
heit! 

A. They are. 

(Whereupon a recess was taken until two o'clock p. m.) 
AFTEE RECESS 

CHAELES M. SCHWAB, 

the witness under examination at the taking of recess, re- 
sumed the stand. 

CROSS EXAMINATION (Continued) 

By Me. Dickinson: 

Q. You testified in regard to trade wars, and the destruc- 
tion of the small and the weak, and you were asked what per- 
centage of them emerged from the different steel wars in the 
old days, these small fellows, and you answered "I do not 
know." Then there was a question "Not many?" and you 
answered "Not many." "There were more gravestones 
than there were live competitors?" 

A. Did I say that? 

Q. No, you said "yes." 

A. I know I did n'ot say "more gravestones than live com- 
petitors. ' ' 

Q. You did say so, because you said "yes." 

A. I answered the question, yes. 

Q. I want to take up some of those gravestones for differ- 
ent years, and I would like to know what years you meant 
when you answered that question. 

A. I had no definite year, nor had I any definite company 
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in mind, nor have I now. I answered then as to a general 
impression, and I assented, yes, as I did to a great many 
things that you asked me. 

Q. That was asked by your own counsel — not by counsel for 
the Government. At any rate, that answer was inadvertent, 
I assume? 

A. Yes ; I do not think, it ought to be seriously regarded. 

Q. Have you answered me anything that you have not re- 
garded seriously? If you have, I would like you to mention 
it right now. 

A. No, I have not, 

Q. Then, you can not now give the years of any particular 
wars, or the desolation, or the percentage of those who went 
down in any such contest? 

A. I could not. 

Q. Then I will not ask you any further. State whether 
the Bethlehem ceased to make rails between 1898 and 1901. 

A. I could not tell you the year, but it was somewhere 
along there. 

Q. It did cease? 

A. It did cease. 

Q. Did the Lackawanna move its plant, and if so, where? 

A. About that same period. 

Q. To Buffalo? 

A. They did. 

Q. Did the Pennsylvania manufacture rails constantly, 
or cease for a while? 

A, I do not remember that they ceased. I do not re- 
member. 

Q. Were you a director in any subsidiary companies of the 
United States Steel Corporation after you gave up the presi- 
dency of the Corporation, and if so, which ones and for what 
periods ? 

A. I do not remember ; I may have been on the director- 
ates, but I have not attended any of the meetings, to the best 
of my knowledge. 

Q. Which ones? 

A. I do not know which ones I was on, but some of the 
minor companies I think I was a director on, after I left the 
Corporation, and am probably even now. 
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Q. How about the Carnegie? 

A. I do not remember whether I was a director there or 
not, after I resigned the presidency of the Steel Corporation. 

Q. You think you are probably a director now in some of 
them? 

A. I am probably a director in some of them even now. 
If I have been on the directorates, I have taken no active in- 
terest or participation. 

Q. You were asked about during the time of your presi- 
dency of the Steel Corporation, in regard to ore properties 
being recommended by you to the Corporation to be 
purchased? 

A. Yes. 

Q. And about a great many of them being declined? 

A. Yes. 

Q. Can you name any of those that were declined that were 
not subsequently bought by the Corporation? 

A. I could not name any of them today by name. As a 
matter of fact, they didn't have names, and I could not tell 
you of any specific property. I think the records of the Cor- 
poration will show from time to time when they were dis- 
cussed, many of them. 

Q. But you were speaking in a general way in regard to 
that? 

A. I do know this, that Mr. Gayley, vice-president then 
of the corporation, and myself and Mr. Cole very frequently ad- 
vised the purchase of ore properties then being developed in 
the Northwest, which our executive committee refused, turned 
down, in other words. 

Q. And you can not name any of them now? 

A. I could not tell the names. 

Q. Or their location? 

A. They were all in the Northwest. 

Q. But I mean the exact location. 

A. I could not do that. 

Q. Or the price at which they were offered? 

A. No ; it is too long ago, and there are too many dates. 

Q. Can you state whether there were any of those to 
which you have referred in this general way that were not 
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acquired afterwards in connection with Canisteo or Chemiang, 
or the Hill leases? 

A. I could not answer that; I do not know. 
Q. Or the Walker properties? 
A. I could not answer that; I do not know. 
Q. Mr. Schwab, what ores from New York State, in per 
cent, were used in the manufacture of iron and steel in the 
United States for the year 1901 ? 

A. I could not possibly answer that. 
Q. Was it an appreciable percentage in comparison with 
what was used from the Lake Superior region? 

A. Prom New York State? I would hardly know how to 
arrive even at a wild guess about that. In 1901? 
Q. Yes. 

A. I could not say. 
Q. How about 1902? 

A. Or any of those years. I have no means of knowing 
the amount of ore from New York State. 

Q. Or whether the amount from 1901 down to October 26, 
1911, as compared with the ores used from the Lake Superior 
region was an appreciable percentage? 
A. It was an appreciable percentage. 
Q. What would you call an appreciable percentage? 
A. I know one company that takes out one million tons a 
year. 

Q. What year are you speaking of? 
A. This year. 

Q. I did not ask you about this year. 
A. As to 1901 I could not give you any data. 
Q. Or 1902? 

A. Nor any of those years. I could not give you any data. 
Q. How about 1903? 

A. I tell you, frankly, that I cannot give you any data 
about those properties during a period at which I was not 
specially .interested. 

Q. Could you give it for 1910? 
A. Yes. 

Q. What was taken out in New York for 1910 ; what per- 
centage of ore? 

A. I could not tell you. 
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Q. What tonnage, then? 

A. I can tell you of one property in which I had an 
interest and means of knowing. 

Q. With respect to the year 1910? 

A. With regard to 1910, yes. I can only speak of the 
properties with which I have been connected, or at least con- 
cerning which I have some information. I speak of the With- 
erbee-Sherman properties. In 1910 they took out between 
eight and nine hundred thousand tons. That is one. I could 
not give you definite information about the other properties, 
but it was an appreciable amount, and it is a matter of record 
and statistics. I am sure you can determine it. 

Q. As to eastern Pennsylvania for 1901: Do you know 
whether an appreciable amount was taken out? 

A. There was. 

Q. Do you know what the amount was? 

A. I could not tell you. 

Q. What would you call, then, an appreciable amount in 
the year 1901? 

A. What I call an appreciable amount is something over 
half a million tons. I would call that an appreciable amount 
or a million tons. 

Q. Will you say that as much as half a million tons was 
taken out in Pennsylvania for the year 1901? 

A. I should think it was. 

Q. Do you know? 

A. No. 

Q. How about 1902 ? Do you know whether that much was 
taken out then? 

A. I do not know any of these years definitely. I am only 
giving you my best opinion and guess. 

Q. Leaving out Alabama and the Lake Superior region, 
what was the percentage of all the ores taken out in the 
United States for any year from 1901 to 1910? 

A. I could not give you any estimate that would be worth 
anything about that, or any opinion. Some of the people who 
have statistics as to these things could give you accurate in- 
formation; they are all available. 

Q. I believe you have stated, however, that the Lake Su- 
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perior ores were the basis of the Steel Industries in the 
United States from October, 1901, down to October 26, 1911! 

A. I think that is correct; that is, for the steel industries 
for that district. They were not the basis for the steel in- 
dustries in the East or in the far West or in Alabama. They 
were the basis for the steel industries in that district. 

• Q. How did that district compare, leaving out Alabama, 
with the districts in the East? 

A. It was much the largest 

Q. How much larger? 

A. I suppose it was 75 per cent. I think I stated that this 
morning. 

Q. Of the whole United States? 

A. Yes. I would like to say, Judge, that I do not pre- 
tend that these percentages which I give you are accurate 
from my knowledge, but they are my best opinion. 

Q. You have stated that over and over again? 

A. Yes. I only want to be sure about that. 

Q. What about the ores from Spain that were brought ia- 
to this country during the year 1901, and down to 1911. Was 
that an appreciable amount? If so, what would you say was 
an appreciable amount in the sense in which you answer that 
question. 

A. I cannot tell you much about the Spanish ores. They 
have decreased in recent years. They were more in the 
earlier years than recently. 

Q. What percentage of all the ores used in the United 
States do the ores from Sweden amount to? 

A. The ores from Sweden shipped in here a;t the present 
time? 

Q. No ; during those years I mentioned. 

A. I cannot tell you about that. I can only tell you as to 
the present time. 

Q. I am not asking you about that. 

A. No. 

Q. Now, as to the ores from Canada during the time I 
spoke of. Can you tell us anything about them? 

A. No. I have never used them. 

Q. From Newfoundland and Nova Scotia? 

A. I do not know about that. 
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Q. You have spoken, Mr. Schwab, about ores from foreign 
countries, especially those from Cuba and Chile and Brazil 
and Mexico. 

A. Yes. 

Q. You have been to Chile, have you? 

A. Never. 

Q. You know that country, do you? 

A. Without having been there I know as much as is pos- 
sible to acquire by general knowledge. 

Q. Have you had any engineers there? 

A. Oh, yes. 

Q. Do you know anything about the nitrate beds of Chile ? 

A. Only in a general way. 

Q. Do you know whether there is an export duty there ? 

A. I do. 

Q. And that Chile raises its main revenue from its export 
duty? 

A. I do. 

Q. If Chile or Mexico or any of the South American 
states, or Cuba, should levy an export duty on iron ores, how 
would that affect the iron industry in the United States? 

A. If that export duty was high enough, of coursie it would 
preclude their use. If it were a high duty, it would be im- 
possible for us to use them. 

Q. And that, of course, would depend upon the action of 
those nations. 

A. Certainly. It has not been the history of foreign na- 
tions exporting iron ore to place an export duty thereon. 

Q. Not yet? 

A. No. 

Q. It would be affected also by the tariff in this country, 
would it not? 
A. Certainly. 

Q. Which now tends towards free trade, does it not? I 
say, the tariff is now tending towards free trade. 
• A. It seems to be. 

Q. If it should swing back the other way to any appre- 
ciable extent, that would affect the iron industry in thi» 
country, would it, so far as prices and the making of steel 
products in comparison with those concerns who look to this 
country for their ores? 
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A. Undoubtedly. 

Q. What was the tariff on ores to this country in the 
old Carnegie days? 

A. That is a matter of record. 

Q. As much as 40 cents, was it? 

A. Something like that; I think it was 40 cents. 

Q. Do you know what the total tonnage brought from 
Cuba to this country during the year 1910 was? 

A. I should imagine between 800,000 and 1,000,000, tons; 
that is my best estimate. I do not know. 

Q. There are two kinds of ore there, the southern ores — 

A. And the northern ores. 

Q. And the northern ores ? 

A. Yes. 

Q. Are the southern ores so deposited that they are as 
capable of estimation as the northern ores? 

A. As to the tonnage, no. 

Q. Is that a matter of guesswork, as to the amount? 

A. As to the tonnage of southern ores, it is. Not the 
northern ores; they can be very definitely determiuied. 

Q. What is the iron content of the southern Cuban ores? 

A. From 60 to 62 per cent. 

Q. Is that in the wet or dry state ? 

A. They are dry ores. 

Q. They are dry ores ? 

A. They do not contain much moisture. You said the 
southern? 

Q. Yes. How about the northern ores; are they wet or 
dry ores? 

A. They are very wet ores. 

Q. What is the iron content of those? 

A. In their natural state? 

Q. Yes, in their natural state. 

A. From 40 to 45 per cent. 

Q. And dried to 212 degrees Fahrenheit? 

A. From 51 to 54 per cent. 

Q. How are those ores dried ; to what degree of Fahren- 
heit? 

A. Oh, they are incinerated or nodulized and dried by the 
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same process; the incineration gets to a rather high degree, 
I suppose to 1,000 degrees. 

Q. When were you in the Lake Superior region! 

A. I do not think I have been there for ten years. 

Q. Then you have not beien familiar with them in the last 
ten years ? 

A. No, sir. 

Q. Can you give a statement as to the amount of available 
commercial ores? 

A. I can not. 

Q. For any period since you left? 

A. No, sir ; I have not been interested in them, and I am 
not familiar with them. 

Q. You have not examined any data? 

A. No. 

Q. And can not answer any questions about that? 

A. No, I really can not. 

Q. Mr. Schwab, did you make any personal estimate of 
the ores in northern Cuba? 

A. You mean me personally? 

Q. Yes. 

A. My engineers have. 

Q. And what you have stated is just second-hand informa- 
tion? 

A. It would not be possible for me to make any personal 
examination. 

Q. You have not been speaking of your personal knowledge 
of that, then? 

A. Not at all. 

Mr. Dickinson: Then we except to the testimony he has 
given on that as being hearsay. 

The Witness: That was the reports of my engineers, that 
I am basing my information upon. 

By Mb. Dickinson: 

Q. And you have only been speaking from your general 
recollection as to those reports? 

A. Yes. 

Q. And based entirely upon that? 

A. Yes. 
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Q. Did you attend all tlie meetings of the structural com- 
mittee that was appointed after the first Gary dinner, and if 
so, state where those meetings took place and who were 
present at each of those meetings. 

A. I think I attended all the meetings. I do not know 
of any that I did not. They were usually held at luncheon 
time at the Eailroad Club in New York City. Is it the Eail- 
road or the Transportation Club? 

Mr. BoLiiiisrG: The Eailroad Club. 

By Mr. Dickinson: 

Q. Were you out of the city or in Europe at any time dur- 
ing the period of those dinners ? 

A. I might have been, but I do not recall. 

Q. When you say you attended them all, you are not 
speaking positively? 

A. No. 

Q. You mean when you were here ? 

A. Yes. I was chairman of the structural branch, and 
therefore I think it likely that I attended the meetings. 

Q. When you were here? 

A. Yes. 

Q. But you are only speaking from probability? 

A. Yes. 

Q. And not from positive recollection that you did at- 
tend all of them? 

A. No, I could not say that. 

Q. Who is your agent for selling structural steel at Beth- 
lehem? 

A. At Bethlehem? 

Q. Yes. 

A. Mr. Blakely, George Blakely. 

Q. For how long? 

A. Six or seven years. 

Q. Did he attend any of the meetings of any of these 
sub-committees ? 

A. No, sir ; not to my knowledge. 

Q. Was there any other person who would have attended 
from Bethlehem at any time, except yourself, in case of your 
absence ? 
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A. Not likely. 

Q. But you do not recall now positively ? 

A. I do not recall. 

Q. Did you have a call from Mr. Gates asking you to go 
to see Mr. Morgan? 

A. A telephone call. 

Q. .When he first called you, did you tell him that you 
could or could not go? 

A. I think I told him at first that I would not go, that I 
did not desire to go. 

Q. Did he ask you after that to go to Philadelphia? 

A. He did. 

Q. And you went to Philadelphia? 

A. I went to Philadelphia, and the same day right to New 
York. 

Q. Then, on account of information that Mr. Morgan was. 
not well, you came here ? 

A. Yes. 

Q. How many hours did you spend with Mr. Morgan at 
the time you and he went over this plan that you had been 
discussing? 

A. That would be a hard thing to guess, but my recollec- 
tion is that it was six or seven hours, at the first interview. 

Q. And then at the next one? 

A. I could not tell you; I do not know. We had a good 
many. 

Q. What did you do at the first interview ? 

A. How do you mean; what did we discuss? 

Q. Yes. 

A. I think I testified to that the first day of the hearing 
here. 

Q. I do not know that you drew a distinction between the 
first and the second. 

A. It would be difficult for me to detail what we did dis- 
cuss, beyond giving you a general impression of what re- 
mained in my mind after the discussion, and that was a dis- 
cussion of the industry, the whole steel industry, what we re- 
garded as an ideal company to develop that industry to its 
utmost, the necessity for every branch of the industry being 
represented in such a company, and the economies to be ob- 
tained from the formation of such a company. I think that 
is about the substance of it. 
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Q. When yon left that interview, hadn't you drawn up a 
tentative plan covering the various companies of the Cor- 
poration? 

A. No, I don't think so. 

Q. Did you at a subsequent interview? 

A. I think it was discussed at a subsequent interview. 

Q. And the companies were determined upon then to bring 
into it? 

A. Exactly. 

Q. You said that some companies were suggested that you 
did not approve? 

A. Some companies were talked of. 

Q. Who talked about them? 

A. The people who were present at these meetings, Mr. 
Gates and Mr. Morgan. 

Q. And yourself? 

A. And myself. 

Q. And you thought some of them were not necessary to 
the Corporation? 

A. I did. 

Q. At the first time when the question of taking over the 
Carnegie was spoken of, was the proposition discussed then 
of bonds or a cash option? 

A. I can not tell you that, but I do not think at any time 
we discussed a cash option. 

Q. Is it not true that Mr. Moore insisted that the National 
should be brought in? 

A. I knew nothing of that, if that were true? 

Q. Don't you know that Mr. Carnegie demanded that Ms 
bonds should cover the National? 

A. I do not know anything about that. 

Q. You do n'ot know about that? 

A. No, sir. 

Q. Was Mr. Carnegie eager or reluctant to sell? 

Mb. Lindabuey: At what particular time? 
Me. Dickinson: At the time that you brought the propo- 
sition to him from Mr. Morgan. 

The Witness : I think I could say he was. 
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By Me. Dickinson : 

Q. Was what? 

A. Eager to sell. 

Q. I will read your testimony from the Stanley Commit- 
tee, Volume 18, page 1279. When was that given! 

A. I have a poor memory for dates. I would have to refer 
to that. 

Q. August 4, 1911. That was something more than a 
year ago? 

A. Yes. 

Q. That was a little nearer the event than it is now, was 
it not? 

A. Yes. 

Q. And your memory would be that much nearer the event, 
would it not? 

A. Ten per cent nearer. 

Me. Lindabuey: And Monday was a little nearer than to- 
day. 

Q. This was asked you, Mr. Schwab, at page 1278 and 
page 1279: 

' ' The Chairman : And Mr. Morgan requested that you go 
over with him again in detail fully all the arguments that you 
had made at the previous dinner? 

"Me. Schwab : I will not say arguments — statements of 
fact, statements of opinion, rather; quite so. Then of course, 
he asked me questions about it, and finally said to me, within 
a day or so, that he was fully e'onvinced about the advantages 
of such an organization. 

"The Chaieman: That is, one corporate entity? 

"Me. Schwab: The Steel Corporation as today formed; 
yes. 

"He asked me if I could get a price from Mr. Carnegie at 
which he would sell his works. I had not taken the matter up 
with Mr. Carnegie at all, had not sp'oken to him of my visit 
to Mr. Morgan. In the course of a week or so, spending the 
day with Mr. Carnegie, a favorable opportunity arrived, and 
I did tell him what I had said to Mr. Morgan and advised Mr. 
Carnegie, at his age and with his desire in life, philanthropic 
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in character, that he ought to sell his plant, and I told him 
how I thought it might be done. It was with a great deal of 
reluctance that Mr. Carnegie finally did agree to sell his 
plant, and I might say to you that it was my opinion that 
he afterwards regretted very much that he had made a price 
upon his plant." 

Does that refresh your recollection? 
A. Yes, quite ; and there is no contradiction. When I say 
that Mr. Carnegie was eager, there is no contradiction. Y'ou 
asked for my opinion as to whether Mr. Carnegie was eager 
to sell the property, and I answered that he was ; and I based 
that answer upon the fact that for several years before that 
time he had tried to sell the property. When I spoke of his 
reluctance to do so, I meant this : That he was always reluc- 
tant when he referred to his personal interest and pride that 
he had in his property to part with that prestige. 
Q. Then he was eager and reluctant? 
A. Quite so. 

Q. And regretted selling? 

A. When he thought of that phase of it, he regretted sell- 
ing. 

Q. You did make this statement before the Stanley Com- 
mittee? 

A. I did ; but I simply wanted to point out that it is not 
inconsistent with the one that I have made today. 

Q. Of (bourse that will be a matter of interpretation. At 
least it is not intentionally inconsistent? 
A. No. 

Q. I appreciate that. 

Mr. Schwab, you were asked about the valuation or value 
of the ore properties of the United States Steel Corporation 
in 1901, and your attention was called to an estimate that you 
had made 'of $1.00 a ton in the ground. Did the ores taken 
over of the Lake Superior Consolidated Iron Mining Com- 
pany cost the Corporation $1.00 per ton in the ground when 
that company was taken into the Corporation? 

A. That I could n'ot separate. The ores were not bought 
separately. I mean, they were not integrated. I could not 
say what price was fixed for ores, because each of the com- 
panies had their own ores, and the company was dealt with 
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as a whole, and not by separating the ores from the prop- 
erties. My estimate of one dollar a ton was my personal 
opinion of what I thought those ores in that location and of 
that quality were worth to the industry. 

Q. To the industry? 

A. Well, to that company. 

Q. To that company? 

A. Or to any company. 

Q. Or to any company? 

A. Yes ; may I explain 

Q. I think I should prefer to have you answer my ques- 
tions, Mr. Schwab. I will give you an opportunity fully to 
express your views later. 

Mr. Lindabuby: Tou had finished that question, had you 
not, Judge? 

Me. Dickinson : Yes. 

Me. Lindabuey: I think he has a right to explain before 
you ask another question. 

Me. Dickinson: If his explanation is in reference to any 
answer called for by my question that is undoubtedly correct, 
and I am perfectly willing to give him the opportunity to ex- 
plain, whether it has reference to my question or not, at the 
proper time. 

The Witness : It is immaterial. I was only going to tell 
you how I offered that opinion. 

By Me. Dickinson : 

Q. I will ask you that a little later on. At any rate you 
will have an opportunity to state it. 

A. Very well. 

Q. But I want to ask you some things in the meantime. Do 
you know any ores that were sold in that region shortly prior 
to the formation of the Corporation? 

A. I do not recall any special sales, n'o. 

Q. The Carnegie people had had ore interests in the region 
for a long while? 

A. Yes. 

Q. You had been president of the company? 

A. Yes. 

Q. You, at that time, were familiar with that region? 
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A. Yes. 

Q. And naturally you were familiar witli the price of 'ores, 
were yon not! 

A. Yes. 

Q. Do you know any ores that were ever sold at a price 
in the ground prior to the formation of the United States 
Steel Corporation at a dollar a ton? 

A. I could not recall any instances, no sir. 

Q. Do you know any of them that were sold at 50 cents a 
ton? 

A. I could not recall any that were sold at any price, at 
this time. 

Q. Do you know of any of them that were sold at 25 cents 
a ton in the ground? 

A. If you say 25 cents a ton, if you mean ores leased in 
the ground, which is equivalent to a sale — 

Q. I am not speaking of royalty, now, but of sales in fee. 

A. It was not the practice to buy 'ore in the ground. It 
was not the custom to do such things. 

Q. Do you mean to say that no ores were sold in the 
ground at that time? 

A. Not that I know of. They were leased. 

Q. And that all of the ore transactions there were leases, 
and none of them were sales? 

A. None of them were sales of ore in the ground, per ton. 

Q. But were they sales of bodies of ore in respect of which 
there was an estimate of the tonnage by which you, in pur- 
chasing, c'ould arrive approximately in dividing it up at the 
price paid per ton? 

A. I think you could say this : That there were ores pur- 
chased at that time at a price, which, if figured upon the 
known ores in the mines when purchased would have shown a 
dollar a ton. 

Q. Can you name any? 

A. No; I cannot, because ores of that kind are usually 
bought on the pr'ospective values of ores still to be discovered 
in that property. 

Q. Can you name a single transaction in that whole region 
prior to the formation of the Corporation at which, on any 
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basis of figuring, as mucli as 25 cents a ton was paid for ore 
in the gronnd? 

A. I can not give you a specific instance, for the reason 
that ores were not purchased in that way; therefore there is 
no record of them. 

Q. I will read you from the minutes of the Carnegie Steel 
Company, Limited, June 6, 1899, page 1253 of volume III of 
Government Exhibits, at a meeting at which you are recorded 
as being present : 

"Me,. Gtayley: On behalf of the Committee, MM. Schwab,i 
Curry and myself, I would report that the Oliver Iron Min- 
ing Company has purchased one-half of the fee of the Eouch- 
leau Mine for $500',O0O as authorized at the last Board Meet- 
ing, excepting that Mr. Higgins ' Sister held 'out for $200',000 
cash; the remaining $300,000 to be paid in four equal pay- 
ments. As this made a less amount to pay interest on and 
our Treasurer did not object, we closed the matter. 

"We estimate that the minimum quantity of Ore in this 
Mine is 50,000,000 tons, so that this ore costs us 21/2 cents per 
ton in the ground, as compared with 25 cents per ton royalty 
on our leaseholds. ' ' 

Do you remember that transaction? 

A. I do not. What was the date of that? 

Q. The date of it was June 6, 1899. 

A. What was the name of the mine? 

Q. Rouchleau, with an estimated total 'of 50,000,000 tons. 

A. I would like to ask if the records of the company have 
shown 50,000,000 tons of ore in that mine from subsequent 
developments. 

Q. How is that? 

A. I would like to ask if the records of the Company show 
that there was 50,000,000 tons in that mine, from subsequent 
developments. 

Q. What I would like to know is whether now you say — — 

A. Speaking for Mr. Gayley, I can not tell you what was 
in his mind about it. 

Q. Mr. G-ayley says : "On behalf of the committee, Messrs. 
Schwab, Curry and myself," he makes this report. 

A. Yes. 
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Q. Now, you have no recollection of that report or that 
transaction? 

A. No, I really do not. 

Q. And if that occurred, it has passed out of your mind? 

A. It has. 

Q. There may have been other sales which have passed 
out 'of your mind, may there not? 

A. A great many. Shall I tell you something that is in 
my mind? 

Q. No, not unless it is an answer to my question. 

A. Yes, excuse me. 

Q. It would be very interesting, but we might keep yon 
here longer than you want. 

Mb. Lindabukt: It may be an answer to your question; 
I do not know. 

Mb. Dickinson : I do n'ot know either. 

Mb. Linbabubt : He ought to be allowed to answer it in his 
own way. 

The Witness: It is immaterial. 

By Mb. Dickinson : 

Q. I will trust to you, if you think it is in answer to my 
question, I am perfectly willing for you to go ahead 
and state it. 

A. Thank you; that is all right. I have nothing m'ore 
to say. 

Mr. Lindabxjet : I did not mean to suggest anything else, 
or any other attitude of yours than that. 
Mb. Dickinson : I understand that. 

By Mb. Dickinson : 

Q. After the formation of the Corporation you bought 
did you not, for the Corporation, ores in that region? 

A. Yes, sir. 

Q. Some you bought and some you declined? 

A. Yes, sir. 

Q. Can you name a single transaction in which you paid 
as much as 25 cents a ton for ore in the ground? 

A. No. 

Q. Now you pay more than for a royalty, do you not; I 
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mean if yon buy the ore in fee, it would be worth more than a 
royalty, would it not? 

A. "Well, it would depend entirely on whether you knew 
how many tons you were buying when you bought it in fee. 

Q. Yes, I know; if you were dealing with a fixed quantity, 
would it not? 

A. I do not see any very wide difference. 

Q. Do you know any royalty, then, that was paid in 
that 

A. At that period? 

Q. At that period; 1901 or 1902, while you were president 
of the Corp'oration, that exceeded 50 cents a ton for ore in 
the ground? 

A. No, I could not recall any instance. 

Q. Do you know any royalty that was paid in that region 
that was as high as the one subsequently paid under the Hill 
leases, before the Hill leases? 

A. No, I know of none. 

Q. There were ores to sell, were there not, after the Cor- 
poration was formed? 

A. Oh, yes. 

Q. And for some period after that? 

A. Oh, yes. 

Q. And ores to lease? 

A. Yes. 

Q. And none of them that you have ever beard of, either 
at a selling or leasing price during the time you were with the 
Corporation, went at one dollar a ton? 

A. No. But, Judge, do you realize that it would not be 
possible to have such a collection of ores 'of the various kinds 
for steel making located as advantageously as all these ores 
were located, and that so well suited the purpose as these ores 
suited the purpose. Their acquisition would not have been 
p'ossible at any other time or under any other circumstances. 
Those other ores had none of the conditions that would make 
this body of ore valuable by reason of its contiguity, analy- 
ses and mixture for steel making purposes. 

Q. I will be pleasant enough to be cross examined and to 
say yes. I do realize it, and that is just what I am coming to. 
Then, was not your estimate of the value placed upon that ore 
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in combination and upon the understanding that yon e'ould 
not go out into the market and duplicate it? 

A. No sir, if I had an opportunity of purchasing ten 
mines located at different places, with all the same analyses 
of ore, I would not pay nearly as much for them as if I had 
these ten mines located so that I could operate and mLx to 
the best advantage ; and therefore when you speak of an iso- 
lated case, like a mine on the edge of the range, for example, 
leasing at a lesser price; it probably was not worth more 
than that price. But to be clear, I want to state again that 
the estimate of a dollar a ton placed upon that ore was my 
own personal opinion of the value of that ore, from which I 
have never seen fit to change, and which, while it might have 
seemed high at that day, has been much more than justified by 
the development that I predicted at that time ; so much so, that 
as I stated the 'other day, I have refused, or the Bethlehem 
Steel Company has 

Me. Dickinson: I objected to that the other day, and I 
object to it now. 

By Me. Dickinson : 

Q. Now, suppose the Steel Corporation had wanted to 
sell in 1901 these mining properties separately, to a person 
who wanted to buy them separately, would you say that the 
market value of them would have been a dollar a ton? 

A. I think I would, for the most of the ores there. 

Q. That is to say that notwithstanding you never knew 
of any sales at a dollar a ton, notwithstanding that you 
never knew of any leases at anything like a dollar a ton, and 
there were ores to be acquired after that time, that these 
properties could have been dis-severed and sold on the 
market separately at a dollar a ton? 

A. I do not know about that; but one thing I do know 
to a certainty, that whatever the circumstances are my opin- 
ion is unchanged, and it was only my opinion, it was not 
somebody else's opinion, that these ores were worth a dollar 
a ton. 

Q. Then you were not then giving, at that time or now, 
the market value of the ores at that time? 



CHARLES M. SCHWAB. 4371 

A. No sir; I am giving you my opinion of the value of 
ores. That is what I have always done. 

Q. Taking the variety of ores held together at that time? 

A. Taking the qualities, the varieties, the locations and 
the quantities. 

Q. And the tonnages? 

A. Yes. 

Q. Held together and not estimated separately? 

A. Either way, providing that it suited the quality of the 
ore taken independently, suited the purpose for which it 
was intended. 

Q. Do you mean to say, Mr. Schwab 

A. (Interrupting.) A man owning only one mine of the 
quality of fine Mesabi would not be in a good position to 
make a sale of it, and then, taken independently, a man would 
not be inclined to pay as much for it separately, as he would 
in conjunction with another ore, and then when he had an 
opportunity to buy two or more that made the best metallur- 
gical operation possible, he would be justified in paying a 
higher price. 

Q. Then your opinion is based upon their sale in com- 
bination, or upon ownership in combination. 

A. I know what you are trying to get me to say. 

Q. I am not trying to get you to say anything. 

A. I want to be fair and tell you exactly what my opinion 
of the value of that ore was. 

Q. You have given that, and what I am trying to ask 
you now is — 'probably I have not made myself very clear — 
whether or not these ore properties, if put upon the market 
at that time by a corporation wanting to sell, and sell sepa- 
rately to purchasers wanting to buy, would have commanded 
the price of a dollar a ton in the ground? 

A. I could not say that. 

Q. And you do not mean to say that, by anything you have 
said, as to the dollar valuation? 

A. No. 

Me. Dickinson : We will excuse you from any further ex- 
amination on our part, Mr. Schwab. 
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The Witness : I thank you very much, for your very great 
courtesy in the matter. 

EE.DIRECT EXAMINATION. 

By Mr. Lindabury: 

Q. The Judge has been trying to get you back nearer to 
the events from time to time, with the idea that you recol- 
lected matters better in the early days, and I think I will 
follow suit. The Judge read you from part of a speech 
which you delivered out in Chicago, I think he said to you, 
pretty soon after the Corporation was formed. Do you re- 
call that speech? 

Do you recall the fact of making the speech? 

A. I do. 

Q. When was that speech made? 

A. I do not know the date. It was shortly after the 
Steel Corporation was formed. 

!Mr. Colton: December 21st, 1901. 

By Mr. Lindabuey: 

Q. You stated before the Stanley Committee, and I sup- 
pose you remembered it better than now, that it was 'on the 
21st of December, 1901. 

A. December 21, 1901. 

Q. That was the year of the formation of the Steel Cor- 
poration? 

A. It was. 

Q. And after it had begun operations ? 

A. Yes. 

Q. And you had assumed the office of president? 

A. I had. 

Q. And the p'olicies that you had outlined to Mr. Morgan 
and in the speech at the dinner in New York were still in 
your mind? 

A. They were. 

Q. And indeed had been put into effect as far as they 
could be in that short time? 

A. They had. 

Q. The Judge read to you an excerpt from the middle of 
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that speech. Let me go back to the beginning and se'Q 
whether or not you remember more of it: (Beading.) 

"Mr. Charles M. Schwab sp'oke extemporaneously before 
the Bankers' Club of the city of Chicago at their seventy- 
eighth regular meeting to-night, his subject being "The 
natural growth of business enterprises; the consolidation 
thereof; their attitude generally toward the public, labor, 
and finance." 

"The following is the substance of his remarks: 

"Consolidations in business, like consolidations in nature, 
are inevitable. The most magnificent example of what may 
be achieved by combination is the Government of the United 
States. There we have the ideal system — ^the States, self- 
acting, integral parts, each with its local pride and ambi- 
tion, and all merged under one controlling head, the Presi- 
dent, with Congress as the board of directors." 

D'o you remember that? 

A. Yes. 

Q. (Continuing reading:) 

"I noticed in reading this morning's Chicago papers that 
the Presbyterian colleges hereabouts are taking steps with 
a view of consolidating, and wisely, too. I am sure that 
such consolidation will not be for the purpose of raising the 
cost of tuition to the students, but, rather, of bettering the 
educational facilities and, if anything, reducing the cost to 
the students. This is the true basis of consolidation. 

"In business, consolidation has marched as steadily as 
in nature, society, and politics. At the beginning every 
manufacturer worked for his own account in his own hut, or 
under the shade of the nearest tree. Every trader was an in- 
stitution unto himself. As intelligence advanced, and the 
needs of society grew, came the combination, the partner- 
ship. Next followed the corporations, some in manufacture, 
others in trade and commerce. 

"This condition is the natural one — the proper 'one. To 
stop the process is impossible. It will march steadily on- 
ward. It would be as easy to dam the Mississippi or to sweep 
back the tides as to check it. Those who oppose it, while they 
may n'ot be swept under by the current, will remain station- 
ary. There are many such, too many. We see them on 
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every hand, corporations, and firms, and indiTidnals wlio are 
against 'consolidations' because — well, because they are 
against them. They lack the eye of progress."' 

Do yon remember that? 

A. Yes. 

Q. That is rig^t is it? 

A, Yes: not so well delivered, Mr. lindabnry, however. 

Q. Was tiiat published at the time? 

A. Yes. 

Q. It ^as published widely, was it not? 

A- Yes. 

Q. TTere there many people listening to it' 

A. Yes. 

Q. And of what class were they? 

A. Bankers, mostly. 

Q. (Continnmg reading:) 

'•Before a company of bankers it is, of course, unneces- 
sary to defend the prinriple of consolidation. Men in your 
business are of necessity too well grounded in indnstarial 
science to be affected by the timorous advocates of old-line 
methods or the silly outcry against consolidations as "trusts.' 
You know better than any other class in the community, far 
the fact is brought home to you every day in your business, 
that the consolidation of today is a vastly differeirt thing 
from the 'trust' of yesterday. 

■•Xo one Ii£5 a clearer appreciation than myself of the 
evil tiiat lurked in tiie trust scheme. I say 'lurked' advisedr 
ly, because the trust is a dead business proposition with 
which we will never again be troubled. It was an esperi- 
ment, and to tiiat extent served its purpose. But it was 
founded on misconceptions and promoted along lines of self- 
destruction. Its fundamental principles were the restriction 
of trade, the increase of price, and the Uirottling of compe- 
tition — a trinity that would wreck any proposition, business, 
political, or soci^ The consolidation, as organized today, 
has for its guiding line the very opposite of this. Instead of 
restricting trade it expands trade, by creaiin^- 7ie~rr avenues 
and reducing tiie price of the commodities which it produces. 
It is enabled to do this because the diief advantage of con- 
solidation is the reduction in the cost of the artides pro- 
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duced. This is self-evident, and well illustrated by the con- 
solidation and operation of the United States Steel Corpor- 
ation, which, by reason of its magnitude and prominence, 
may be taken as a representative consolidation of business. 
I choose this field because in doing so I can tread familiar 
paths, and steel is king today in America, and that means in 
the world. King Cotton has been dethroned. In 1900 the 
production of steel was greater by one hundred millions than 
the production of c'otton. This year it will probably be 
$100,000,000 greater. Therefore, it is not improper to let 
steel represent the general industrial condition under the new 
system. 

"As showing the advantages of consolidating interests 
like steel, permit me to go into some detail. 

"Starting from the ore fields. Individual concerns own- 
ed individual mines ; no concern was sufficiently large to own 
groups of mines of different characteristics and qualities. 
All metallurgical people know that the best results are ob- 
tained by scientific mixtures of different sorts of ores, and by 
consolidating the ore interests 'of all these companies we were 
able to give each individual company the ideal mixtures in 
order to produce the most economical and best results." 

That is still your opinion! 

A. It is. 

Q. And your recollection n'ow does not seem to be differ- 
ent from what it was in 1901? 

A. Not in that respect. 

Q. (Continuing reading:) "To one familiar with the 
steel and iron making industries the advantages of so doing 
are enormous. The transportation of material affords equal 
opportunities to economize. Ships do not need to wait until 
each particular cargo can be loaded for each particular 
works, but can be kept moving steadily, and assigned to 
various works while in transit. Mills that formerly had to 
make a great variety of articles, by reason of consolidation 
are enabled to run steadily on one line, producing far greater 
tonnage and at very much less cost. Sales throughout the 
various countries can be consolidated and handled to much 
better advantage, as you must all realize, and so I might cite 
innumerable examples, all going to show that the real ad- 
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vantage of consolidation is to decrease the cost of produc- 
tion. Consolidation of interests founded on any other basis 
is false and will not last." 

Had you declared that to these gentlemen who were pr'o- 
posing to form this corporation? 

A. I had. 

Q. And it was your view? 

A. It always has been, sir. 

Q. Put forth in good faith, as Judge Dickinson would 
say? 

A. Yes. 

Me. Dickinson : And that is in very go'od language, too. 
The Witness: Thank you. 

By Mr. Lindabuby: 

Q. "This information, however, is probably nothing new 
to you, and it is hardly possible to tell you anything along 
general lines as to the wisdom of Consolidation that you have 
not already heard in one form or another. 

"My experience in talking with people concerning the 
United States Steel Corporation would seem to indicate that 
there are only two points with which the public believe they 
are thoroughly familiar. The first of these is its capital and 
the second the salary of its president. Of the first I do not 
hesitate to speak. On the second I am somewhat like the 
Jew, who, when asked what he would do for $10,000, replied 
that he was ashamed to tell." 

Mb. Dickinson: You stand by that, do you? 
The Witness: I do. 

By Me. Lindabuby: 

Q. "It is just possible that I may be able to tell you some 
things concerning this Corporation which you have not known 
before, and speaking of the first point, namely, its capitaliza- 
tion, I wish to say that the question of capitalization of any 
such industrial depends largely upon the value at which you 
place its raw materials. The steel industry to date has drawn 
its ore chiefly from what is known as the Lake Superior Dis- 
trict in the Northwest. In fact, I believe I may safely say 
that from 80 to 90 per cent of all the steel produced in the 
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United States is made from ores in tliis district. It is the 
standard ore and one steady source of supply, and, as far 
as engineers can estimate, there are between 600,000,000 and 
700,000,000 tons of ore now known in the Lake region. Geol- 
'ogists tell us that the possibility of future discoveries of new 
ranges is rather remote." 

They have been telling you differently lately, have they 
not? 

A. Yes, they have. 

Q. "The constituent companies of the United States Steel 
Corporation own, as nearly as we can estimate, from 75 to 
80 per cent of all the known Northwestern 'ores, the value of 
which is very high." 

Was that estimate based upon any exact information? 

A. Not exact information; general reports and knowl- 
edge. 

Q. There are statistics now available, are there not? 

A. Yes, sir. We did not have them at that time. 

Q. "If you c'onsider that this ore is today being con- 
sumed at the rate of 20,000,000 tons per year, with a large in- 
crease in consumption each year, which I believe will grow 
greater day by day, I think you will commence to appreciate 
the value of this ore in years to come." 

Has that consumption largely increased? 

A. Very much greater than I ever predicted it. 

Q. Yes, you were more of a prophet than you realized you 
were. 

"1 remember when first going into the steel business — ^in 
1879 — the total production of steel in the United States was 
less than 1,000,000 tons ; in 1895 the production had increased 
to 6,000,000 tons, and as nearly as I can estimate the pro- 
duction of steel in the United States this year will be 14,- 
000,000 tons, and I believe that ten years hence 20,000,000 
tons per annum will be the minimum production of steel for 
this country." 

Has that prediction proven correct? 

A. Yes, sir; more than that 26,000,000. 

Q. "If you will figure that 20,000,000 tons of steel re- 
quires in round numbers 40,000,000 tons of ore, I think you 
will also appreciate the value of the ores which the constit- 
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iient companies of the United States Steel Corporation 
possess. If I could be assured of thirty more years of life 
and had the money to carry it, I know of no investment that 
would pay so well as the husbanding and saving of the iron 
ores in the Northwest." 

A. That is right. 

Q. "And the same principle applies to raw materials 
'other than ore." That is right, is it? 

A. That is right. 

Q. "Having briefly described the fimdamental basis on 
which I believe consolidation should be formed, and having 
given you some statistics with reference to the United States 
Steel Corporation, I now take up the relation of combinations 
to the public. I am heartily in sympathy with President 
Roosevelt when he says that all the great combinations should 
be given publicity. When the stock in a large corporation 
is held by the public, as in the case of the United States Steel 
Corporation, for example, which has some 50,000 stockhold- 
ers, I believe every stockholder has the right to kno^ some- 
thing of the financial standing of the company and the man- 
agement of its affairs, and that it will only be companies that 
are formed on an erroneous principle of capitalization that 
will object to such publicity. Its relation to the general pub- 
lic, however, is, in my opinion, of great importance also, be- 
cause of its position in the market, regulating, as it does, the 
industries over which it plays such an important part. This 
is well illustrated at the present time. You doubtless know, 
a great many of you, of the great demand for steel today. 
All lines are crowded, and people would willingly pay most 
any price for deliveries for current needs. Under such cir- 
cumstances the individual operators would have advanced 
prices considerably, but the United States Steel Corporation 
under its conservative policy, has maintained prices regular- 
ly ever since its formation. And I beg to call your attention 
to the fact that, although the steel business was never so 
prosperous so far as volume is concerned, prices of today 
are from thirty to seventy per cent lower than they were a 
year and a half ago, prior to the organization of the United 
States Steel Corporation." 

Is that a fact? 
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A. That is my best recollection. 

Q. "This maintaining of regularity in price will establish 
a steadiness in all lines of business over which steel has any 
influence. People will build railroads, as well as bridges and 
buildings, in anticipation of their wants, knowing that there 
is not much chance of their speculating in the market on the 
prices of their materials. Railroads have adopted this wise, 
conservative policy, and it has resulted in good and prosper- 
ity to the country." 

That was your observation? 

A. It was. 

Q. And that was in pursuance of the policy of the Cor- 
poration about which you testified on direct examination? 

A. It was. 

Q. "I am a great believer in the future of the manufac- 
turing industries in the United States. I believe that they are 
to grow at a rate not dreamed of by the present generation, 
and this is being abundantly demonstrated in every direc- 
tion. New industries in which steel is largely used are 
springing up every day. The steel car industry is worthy 
of mention. Five years ago very little steel was used for this 
purpose ; today it requires more than. 2,000' tons of finished 
steel per day. 

' ' In the ship building industry in the year 1898, 62,000' tons 
of iron and steel were used ; in the year 1899 it grev/ to 131,000 
tons, and in 1900 to 196,000' tons, and this year it will reach 
about 300,000' tons, showing an increase of 400 per cent in the 
consumption of iron and steel in the shipbuilding industry with- 
in four years. These figures take no cognizance of the building 
of war vessels. If we include ships in the United States Navy, 
the total is enormously increased. On the first of this year 
the Grovernment had under construction ships of various 
classes, the contracts for which amounted in all to $81,000,000 
in round numbers. It is a conservative estimate to say that 
thirty per cent of this sum is represented by steel used in 
the construction. The list of industries in which steel is be- 
ing substituted for other materials could be drawn out al- 
most indefinitely, and abroad the American steel is forging 
ahead. 

"Touching on the relations between labor and c^ombina- 
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fions, I beg to state that the greatest advantage to the wel- 
fare of this country has resulted. Wages have steadily ad- 
vanced since consolidation started. This curious thought 
occurred to me this evening. Many people think that the 
bonds of the United States Steel Corporation are a first 
mortgage upon its great property. If you will stop to think 
you will find that this great mortgage is that which is owed 
to labor. The United States Steel Corporation pays to labor 
approximately $150,000,000 a year. This is equivalent to a 
mortgage debt of $3,000,000,000 upon the property, which 
must be paid in advance of the first mortgage bonds. Then 
again, a great consolidation of capital must assume a vastly 
different attitude toward labor than that of individual op- 
erators. The consolidations are largely owned by the pub- 
lic, and the public must be satisfied that its labor is fairly 
treated. Much of their stock is held by their own labor, and 
labor must feel that it is fairly treated, and great consolida- 
tions of capital cannot take an arrogant or arbitrary 
stand in reducing pay of its workmen. The public and 
stockh'olders must be satisfied that there is real necessity 
for such reduction. 

"Never before has labor in the industries with which I 
am familiar, received such high pay. I have just received a 
report of the average earnings of the employes of one of 
our largest establishments, and it shows an average per day, 
taking in every man and boy — and there are many unskilled 
men at low rates per day — of four dollars This refers only 
to the wage earners, and does not include the salaried men. 
The number of men employed in the steel industry is going 
to increase enormously. Steel is king, but he is still only 
an infant king, having by no means arrived at the threshold 
of his career, as proved by the statistics already given you." 

That has been proven since? 

A. Yes. 

Q. "In connection with labor I want to repeat what I 
said before the Labor Commission in New York the other 
day, that labor, I sincerely trust, will not make the same 
mistake with reference to creating monopolies as capital has 
in some instances in the past. Labor cann'ot through their 
onions restrict output without meeting faUnre in the end, 
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any more tlian capital can consolidate and combine success- 
fully if they have in view a monopoly or restriction of the 
trade in which it is invested. 

"Coming to the last branch — the relation to finance. It 
is my belief that the entire financial question, as to the 
responsibility of individual manufacturers, has been almost 
wholly removed by the great consolidation of capital, through 
which bankers have largely to deal. With a full and public 
expose of its affairs, the question of credit is much simpli- 
fied, and the same advantages that accrue from the regularity 
of the trade can be helped with reference to the regularity of 
the money supply, and demand." 

That was your recollection of the policy and opera- 
tions and the purposes of the Steel Corporation six months 
after it was formed, and while you were putting in force the 
principles that you have declared? 

A. It was. 

Q. And that speech was made in good faith, meaning what 
you said? 

A. Of course. 

Q. Mr. Schwab, coming on down the line, I think you 
testified before the Industrial Commission — 

Mb. Seveeance: No, that was before, Mr. Lindabury. 

Mb. Lindabttry : I have made a mistake in my chronology, 
having the date on the fly leaf of the book. I thought your 
testimony before the Industrial Commission was after that 
speech, but I find that it was on the 11th of May, 1901. You 
remember that, do you? 

The Witness: I do. 

By Mb. LrsDABUBT: 

Q. Anyhow, your business address was given as 71 Broad- 
way, so that it was after you were elected president of the 
Steel Corporation? 

A. It was, yes. 

Q. Judge Dickinson read you a part of that examination, 
and without reading it all— which I regret I have not the 
time to do — ^I will read the context of what he read. I will 
read beginning at the bottom of page 449. 
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Me. Colton: This lias not been read to him, Mr. Linda- 
bury. I do not mean to say that that is any reason why 
it should not be, but I think you stated that it had been read 
to him. 

Mr. Lindabury: Judge Dickinson read to him from this 
■examination. 

Mr. Colton : From this testimony, yes. 

Mr. Lindabury: Yes. 

Me. Colton: The latter part of it. 

Mr. Lindabury: Yes. Judge Dickinson did not read 
what I am going to read, and that is the reason I am going 
to read it. (Beading) : 

' ' I wish you would speak with reference to the advantages 
that you think accrue from bringing together in this way 
different interests under 'one central management in the 
steel industry. You can speak particularly, of course, of 
the Carnegie Company's experience. 

"A. "Well, of course I am familiar with the reasons for 
putting these companies together." — 

Mr. Dickinson : From where are you reading? 
Mr. Lindabury: At the top of page 450. 

By Mr. Lindabury: 

Q. (Continuing reading) "I do not know whether it has 
occurred to you that in the formation of this great company 
it has not been the rule to put together companies in exactly 
the same line of business. 

"Q. You refer now to the Carnegie Company? 

"A. I am referring to the United States Steel Corp'ora- 
tion; for example, you will notice that the tube part of it 
was in no way connected with the others ; nor were the tin 
plate or the wire or the hoop. It is true that the Car- 
negie Steel Company was especially unique in its position 
'of being largely a maker of structural iron which the others 
did not make; the billets that were made by the National 
Steel Company and Carnegie Steel Company and others, 
were consumed by the constituent companies, so they were 
hardly competitors in that line. Eails, however, they were 
competitors in, but it would have been impossible to put 



CHARLES M. SCHWAB. 4383 

these great companies together without having had them as 
competitors in some lines previous to the organization." 

You remember that testimony? 

A. I do. 

Q. You gave it in this way? 

A. I did. 

Q. Was it correct? 

A. It was my belief. 

Q. (Continuing reading:) "The great advantages started 
with the ore — were these ore interests, I should say, taking 
the whole kn'own range of ores in the Northwest from which 
all these companies derived their supply. The United States 
Steel Company controls, or owns, in the neighborhood of 80 
per cent of all those ores." 

Do you know now whether that was a c'orrect estimate or 
not? 

A. I think it was a little high, in view of subsequent 
events, but it was my best belief at the time. 

Q. (Continuing reading:) "No ores have been acquired 
since the formation of these companies, by reason of coming 
together. Now, these 'ores as owned by individual com- 
panies were often of such a character as not to produce the 
best results for that company. One company, for example, 
may have owned nearly all Messabi ores ; another may have 
owned nearly all the old range ores ; the cons'olidation of all 
these ore interests has enabled these companies to utilize 
all of the ores to the best advantage, by distributing them 
in the best way possible. That is one of the greatest ad- 
vantages resulting from this consolidation." 

That is a subject about which you were speaking to 
Judge Dickinson a little while ago in your examination? 

A. Yes. 

Q. Now, passing down toward the end : (Beading) 

"Q. This United States Steel Corporation, then, does 
not lease any properties — ^it controls them all? 

"A. It has some leases; but the whole ore situation is a 
very peculiar one. Most of the ore properties have come in 
through lumber purchases by lumber people, and things of 
that sort, so that the whole 'ore situation is very complicated, 
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and as a result it is made up largely in ownerships m fee, 
leases, and subleases. 

"Q. You acquired all of this control through consolida- 
tion and leases and subleases of the different constituent 
companies ? 

"A. Exactly. I want the gentlemen to be clear about the 
advantages of our being able to use these ores, and if any- 
one would like me to go further into that subject I should be 
glad to do so, because it is one of the most important points 
in the consolidation. The Illinois Steel Company owned in 
the northwest of Minnesota some excellent ores. They were 
in the habit of selling those ores and buying other ores at 
about the same price, which would enable them to make a 
better mixture. Now, the Carnegie Company were in a sim- 
ilar p'osition. We owned the old range ores, and that gives 
the new corporation the old range ores and certain other 
ores ; we realize the advantage and every manufacturer real- 
izes the advantage of making these mixtures. Now, with 
this consolidation of interests we can get absolute perfection 
of mixture of ores for the purpose of the most economic 
manufacture. Do I make that clear? 

"Now, to go on down into the carrying of these ores; 
"When each of six, eight, or ten, or twelve individual com- 
panies owned its own fleet, and leased part 'of it, the ore was 
never carried in the most economic manner, for the reason 
— say one of the firm had IQi boats, and when that boat 
reached the dock it would have to wait there a considerable 
time — ^wait a certain amount of time to get a certain am'ount 
loaded on a certain boat. Now, owning all the fleet, we have 
about 112 or 115 of these boats; they go continuously, and 
it doesn't make any difference what ore is ready, the boat 
loads that ore and goes out without any delay, and after it 
gets well down the lakes the manager may decide that it 
shall go to a certain dock, a certain works, and there is never 
any delay in shipping facilities. It is a very great advant- 
age, one that is hard to appreciate unless you have been ia 
the transportation business practically, and then you know 
what advantage facility of dispatch is to the shipping inter- 
ests." 

Is that a correct description of the situation? 
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A. Yes. 

Q. (Continuing reading:) "Another very great advant- 
age is this: We are able to distribute, when we get to the 
other end of the lakes, 'over the docks and over various rail- 
roads to the various works to a much greater advantage 
than if each company was individually doing it. Just the 
same argument may apply, with reference to the shipment 
of ores to the works, as to the shipment of ores over the 
lakes, and s'o on down the whole line. When it comes to the 
question of manufacture, we can always arrange so that the 
works adapted, by reason of its location, for the furnishing 
of certain articles can supply them. Just as an illustration 
— ^nothing to conceal in this business at all — just as an il- 
lustration, the National Steel Company has been making rails 
at Youngst'own; whereas the Federal Steel Company is bet- 
ter located for the distribution of rails, and so is the Lorain 
Steel Company, by reason of its proximity to the ores. One 
of the first things we did was to run one of these two works 
entirely on rails and the other on commodities best suited, 
thereby saving in freights, shipments, and deliveries. That 
is an illustration of what can be done by cooperation in these 
interests." 

"Q. Will you tell us about the saving in cost of superin- 
tendence ? 

"A. That is a very important item. As yet, as I said 
before, we are in the process 'of formation with reference to 
this matter, and therefore I cannot speak as definitely, or 
specify instances, but the direction can be very much simpli- 
fied and very much cheapened by reason of the fact of con- 
solidation. The steel making industry is peculiar in this, 
that no matter how small the operations are, there are cer- 
tain skilled men in each line necessary. If a firm has two 
furnaces or fifty furnaces, they can't do without one skilled 
man in each of their lines, as a skilled melter, skilled super- 
intendent, skilled chemist, skilled draftsman, and so on down 
the line. Now we can consolidate all these industries, we 
can have one selling man, for example, one chief chemist, one 
®hief engineer, that will answer all purposes for all of these 
works, adopting the same methods at each 'of the works. Not 
only can we do that, but we can take the best from each of 
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all the works, and take tliem to the other works, and a great 
saving can result in that way, because the steel business is 
one in which experiment and development are applied con- 
stantly to improvements. It is one in which they have had 
to g'o on from year to year with new processes and new 
methods ; and where you can take advantage of experimental 
processes and developments of individual works and apply 
them to the whole, you reap a great benefit. " 

Is that still the case? 

A. That is still the case. 

Q. Is that process of evolution and development and ex- 
perimentation still going on? 

A. It is. 

Q. And has it been all the time? 

A. Exactly as there set forth. 

Q. "Q. You have spoken of the saving in the case of sell- 
ing and marketing ? 

"A. Yes. 

"Q. Will you develop that? 

"A. Just in the same line as in the case of superinten- 
dence, instead of having a great many offices — just as an il- 
lustration take New York; there are eight or ten selling of- 
fices in New York each one of which has its leased wire, its 
telephone wires and things needed in connection with sell- 
ing. The consolidation of these offices into one building — 
not necessarily under one head, but, of course, under one 
head with various branches — ^will enable them to save in all 
directions ; they will save in the cost of communication, tele- 
phone, telegraph and everything of that sort." 

I think that is all I want to add to what Judge Dickinson 
put in, except on page 467, bearing on one of the subjects he 
questioned you about in that connection: "How do you ac- 
c'ount for the large difference between the capitalization of 
the United States Steel Corporation (as it now stands capi- 
talized), and the capitalization of the constituent companies, 
exclusive of the bonds issued in payment? 

''A. There is not a very wide difference if you come to 
think it all over. All these companies have added consider- 
ably to their assets since they were 'organized. You under- 
stand what I mean. 
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*'Q. Yes. 

"A. From the date of their organization up to the pres- 
ent time they have added to their assets. Then I undoubted- 
ly think that the coming together of all these interests, the 
o^vning of these stocks by one corporation will undoubtedly 
enhance the value of them all for the reasons I have given 
in the line of economies, etc. I think furthermore that the 
values placed upon raw material in the shape of ores and 
coal have never been excessive, and the am'ount of capitaliza- 
tion depends entirely on the value at which you put these 
ores." 

That is all in that book. 

Now, your next deliverance, so far as Judge Dickinson 
has called attention to it, was at the Tariff Hearing in the 
year 1908, and you were then questioned as Judge Dickinson 
informed you, and gave certain testimony ; and I wish to read 
you a bit that you said in addition to what he brought out. I 
will read the whole of it : 

"Me. Hill: How does it come about that steel rails have 
for the last five years remained at $28.00 without any collu- 
sion with anybody else! 

"Mb. Schwab: I will tell you. Take the present times as 
the best illustration. There is not a manufacturer of rails — " 

Me. Dickinson: What is the page? 

Mb. Lindabuey : The bottom of page 4917. 

By Mb. Lindabuby: 

Q. "There is not a manufacturer of rails in the United 
States today, I, for example as a rail manufacturer, feel that 
if I were to vary that price of $28 for rails, which seems to 
have been recognized by all rail manufacturers as a fair price 
and giving a fair profit — if I were to vary that ten cents a ton 
today I would precipitate a steel war, to use such a word or 
expression, that would result in running my works without 
any profit. Everybody, by tacit and mutual understanding, 
feel the same thing about that. I would not vary the price of 
my rails under any circumstances, not if I knew it was to get 
100,000 tons in orders, for the reason that my competitor next 
door would put the price down to $1.00 a ton, or $.50 a ton. 
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even, and we would be in a position where we would be running 
without any profit at all. ' ' 

That is perhaps, Mr. Schwab, incorrectly reported. 

Mb. Dickinson : Well, I made no such— 
Mb. Lindabtjey : Perhaps I had better not make that state- 
ment. 

By Me. Lindabuey : 

Q. Do you remember whether you said, "put down to $1 
a ton," or "put down $1 a ton?" 

A. Put down $1. 

Mb. Dickinson : I am perfectly willing to have him put it 
that way. I think myself that is very likely true. 

The Witness Of course it was not put down to $1, be- 
cause that would be an absurd price. 

By Mb. Lindabtjey: 

Q. You meant reduce it $1 a ton? 
A. Yes. 

Q. "Me. Hill: You think absolute uniformity for the last 
few years in the price of steel rails at $28 is without agree- 
ment? 

"Me. Schwab: Absolutely. 

' ' Mb. Hill : Without collusion between the parties ? 

"Mb. Schwab: Yes." 

Me. Colton : That is not the end of the statement. 

By Me. Lindabtjey: And you still so say? 

A. I do. 

Q. Now, Mr. Schwab, a few questions with regard to your 
examination. You were asked by Judge Dickinson yesterday 
afternoon, referring to the date of December, 1900, and to 
something in the Carnegie minutes with regard to the rail 
situation, "What would have happened if the pool had end- 
ed," meaning the rail pool, to which you answered, "We 
would probably have had destructive competition, greater 
competition, and lower prices. 

"Q. By what concern? 

"A. All concerns. 

"Q. Would that have involved your company? 
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"A. All companies manufacturing." 
Now, was there anything in the situation at that time that 
was peculiar as between your company and the Federal or 
your company and any of the others or were you simply 
speaking of general conditions ? 

A. At the time we were discussing the effects of pools 
and the breaking of pools, and I was reciting in the earlier 
years the disastrous effect, the demoralized condition of the 
sudden ending of these pools, and I made the same answei* 
here. But I think I must modify it by saying that I do not 
believe the condition would have been as demoralized, that 
it would have been as serious, or the break in prices been so 
serious as it would in the earlier days of the pool. There 
was a better understanding as to general business conditions 
generally at that time than there was in the early days when 
we had the violent breaks in the steel business. 

Q. Well, that perhaps answers it, but what I wanted to 
know was whether you were referring to simply general 
conditions and general practice, or something special and 
peculiar to the then existing situation. 

A. No, I had nothing of that sort in my mind. 
Q. You were simply speaking generally? 
A. I was. 

Q. Was there at that time something of a want of confi- 
dence in each other among steel manufacturers, that you al- 
luded to as existing before? 

A. There was, but not to the same extent. 
Q. And they were not trusting each other fully, then, were 
they? 

A. Not very much. 

Q. How did the situation in that respect go on during 
the time that you were president, when the policies that you 
have testified to on the part of the Steel Corporation toward 
its competitors were put in operation ; did this want of confi- 
dence continue? 

A. I think that policy we adopted in the early days of 
the Steel Corporation, of making known our prices, of steady- 
ing those prices, and treating in open frankness with our cus- 
tomers and competitors gradually resulted in a better feeling 
and more confidence between the steel manufacturers. 
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Q. What have you to say as to whether or not that want 
of confidence and ill feeling in the earlier days was the prime 
cause of the steel wars of those days? 

A. I do not understand that. 

(The question was repeated by the stenographer.) 

The Witness : As a rule it was. 

By Me. Lindabuky: 

Q. Now, do you recall — I believe you testified, however, 
on that subject on your direct, how soon it was after this din- 
ner to you in Xew York that Mr. Morgan sent for you and 
you went to see him. 

A. Very shortly, a week or two. 

Q. The dinner was when? 

A. The 12th of December, 1900. 

Q. And it was within a week or two after that? 

A. Yes. 

Q. And I think you stated that you went back and got him 
the option within a day or two after the first meeting? 

A. Within a day or two after the first meeting. 

Q. And gave it to him? 

A. I did. 

Q. Speaking about the purpose of the Carnegie Company 
to go into other lines of business, and the finishing of its 
semi-finished product, do you remember whether the scheme 
talked of in the middle of 1900, as Judge Dickinson brought 
out from you, of building your wire mills, was persisted in to 
the end of that year? 

A. The scheme to ultimately do so was. My recollection 
is that the operations were deferred owing to financial con- 
ditions at that time, in our company; but the idea of ulti- 
mately extending our lines into all these finished products 
was not conceived in that year; it had been discussed for 
some years before, and plans made, and a general policy out- 
lined for ultimately doing it. 

Q. I think the minutes show that there was some thought 
in the middle of that year of immediately building wire mills? 

A. Yes. 

Q. But that thought of inomediately doing it was given 
up in the latter part of the year, was it not? 
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A. It was. 

Q. And that was because financial conditions were nol 
very favorable ? 

A. Exactly. 

Q. I suppose the Carnegie Company did not have unlim- 
ited cash at its disposal, any more than others? 

A. Not at that time. 

Q. At the time it was taken over by the Steel Corpora- 
tion, do you remember what its floating indebtedness was? 

A. I do not remember. 

Q. Something over twenty millions? 

A. I do not know the figures; I do not remember. 

Q. That it owed on notes, borrowed? 

A. I can not give you the figures. 

Q. To execute and carry on its business? 

A. Yes. 

Q. Mostly borrowed, I suppose, from banks? 

A. I think it was. 

Q. And that was the situation which led them to hold up, 
at least, any idea of going into anything other than tubes? 

A. At that time. 

Q. As to this tube business, how many years had you been 
talking about it? 

A. It was a matter that personally interested me very 
much, and I estimate that I had urged it and discussed it for 
at least three years prior to our sale, and I personally had 
had engineers in my office, the president's office, although that 
was not in the line of my duty, preparing plans for tube 
works, as I described in my testimony the other day. 

Q. And the matter had been under consideration by the 
directors, if you call them that, or co-partners. 

A. Yes. 

Q. They were directors in 1900, and before that they 
were partners? 

A. Exactly. 

Q. For all this time? 

A. At least three years. 

Q. And was the matter talked about? 

A. A great deal; there was much discussion about it, as 
to the plans that we were to build these works upon. 
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Q. I mean the scheme of building on some plan or other 
was being publicly discussed all this time f 

A. It was. 

Q. Was there anything, therefore, new about it in the 
latter part of 190O? 

A. There was not. 

Q. And anything new in your announcement of January, 
1901? 

A. There was not? 

Q. Nothing that was not known before? 

A. No, sir. 

Q. And in these negotiations that you had — ^perhaps I 
ought not to call them negotiations — interviews that you had 
with Mr. Morgan following the dinner, was any allusion 
made at all to the purpose of the Carnegie going into tubes? 

A. Not to my knowledge; none whatever. 

Q. He asked you nothing about it? 

A. No. 

Q. Tou said nothing about it? 

A. Mr. Morgan asked nothing about it. 

Q. As far as you were informed in that connection, did 
the matter of the Carnegie's building tubes or going into any 
new enterpises have any influence or connection? 

Me. Dickinson: I object to that as calling for a conclu- 
sion, and not calling for facts. 

The Witness: In my talk with Mr. Morgan upon these 
subjects, that was not the argument, or that was not the 
theory that I expounded to him, and these questions did not 
come up for discussion. I talked almost exclusively to him 
upon the economic advantages to be obtained by this consol- 
idation. That was the only thing that I was thoroughly fami- 
liar with, and it was upon that basis that I presented it to Mr. 
Morgan. 

Q. You met some other gentleman, Mr. Bacon ? 

A. Mr. Bacon and Mr. Gates. ' 

Q. Mr. Gates and Judge Gary? 

A. Shortly after. 

Q. I mean in that connection. 

A. Yes. 
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Q. Did you mention to any of them, or did any of them 
mention to you, the scheme of the Carnegie Company going 
into these finished materials. 

A. They did not. 

Q. It was not talked about? 

A. Not in connection with this matter. 

Q. I mean in connection with this matter. 

A. No, sir; they did not. 

Q. In your judgment did or did not the capitalization of 
the Steel Corporation exceed the value to the corporation of 
the properties which it acquired? 

Me. Dickinson : I object to that. 
Me. Lindabuey: Why? 

Me. Dickinson: As incompetent and irrelevant. 
Me. Lindabuey: I thought you thought it was relevant. 
Please answer, Mr. Schwab. 

Me. Dickinson : I do not think the question is relevant. 
The Witness : It did not. 

By Me. Lindabuey: 

Q. It appears by the records in evidence that the price 
of steel rails, while at one time $28, went to $38, and $26; 
and then after the Corporation was formed, in May, 1901j it 
was put up to $28, and has remained at that price ever since. 

When you testified to the price of rails having been put at 
$28 by agreement among manufacturers, did you allude to 
the earlier price of $28, or to the price that was fixed after the 
Steel Corporation was formed, in May, 1901? 

A. I alluded to the earlier price at that time. 

Q. Was the price of $28 a ton fixed in 1901 as the result 
of any combination or agreement between manufacturers? 

A. I think not. 

Q. You spoke on your examination of having offered a 
dollar a ton for ore within a few weeks, and of having had, 
that offer refused. 

A. Yes. 

Me. Dickinson: I did not question about that in cross 
examination. 
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Mb. Lindabuky : Judge, this is sometMng I overlooked. I 
did not know it. It is only a question as to locality. 

Me. Dickinson : All right ; if you overlooked it of course I 
shall not object. 

By Mb. Lindabuey: 

Q. Where was that located? 

A. In New York. 

Q. Where? 

A. At Port Henry. ' 

Q. In the Adirondack region? 

A. Yes. 

Q. To whom was the offer made? Who was the owner? 

A. Witherbee-Sherman. 

Me. Dickinson: I except to that, of course, as incompe- 
tent and irrelevant. 

By Me. Lindabitey: 

Q. Now, just one or two matters that I overlooked and 
want to complete : How far is the Chilean ore from the port 
of New York by way of the Panama Canal? 

A. About 4,000 miles. 

Q. How far is it from the port of New York to the port in 
Sweden where you get your ores ? 

A. About the same distance ; about 4,000 miles. 

Q. What is the water rate to Sweden? 

A. $1.80. 

Q. And do you know what it will cost you to transport 
from Chile to New York? 

A. From $2.25 to $2.50. 

Q. Did you say that you own ores on the Chilean coast? 

A. We do. 

Q. I am not sure whether I asked you that. 

A. I don't know whether you did or not. 

Q. You mentioned Chilean ores? 

A. And the Bethlehem Steel Company, too. 

Q. A considerable quantity? 

A. A very large quantity. 

Q. Does this rate that you gave of $2.25 or $2.50 include 
the Panama tolls? 
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A. It does. 

Q. They have been fixed, have they? 

A. Yes; by Congress. 

Q. So that yon are able to fignre the cost? 

A. Exactly. 

Q. How high does the metallic content of that Chilean ore 
run? 

A. 68 per cent iron. 

Q. Dry? 

A. Dry. It is naturally dry ore. 

Q. How far is it from the ocean? 

A. Four miles. 

Q. And down hill, of course? 

A. Yes. 

Q. Is any stripping required? 

A. None whatever. 

Q. What wUl be the total cost per ton of mining and de- 
livering the ore to the boat? 

A. In Chile? 

Q. Yes. 

A. One dollar a ton. 

Q. At what price over all can you mine, transport and 
deliver that ore at Bethlehem? 

A. Six cents a unit. 

Q. Which is about how much per ton, for 69 per cent iron? 

A. About $4. 

Mr. Ebed: $4.08 exactly, is it not? 
The Witness: Yes; to be accurate. 

EECEOSS EXAMINATION, 

By Mb. Dickinson: 

Q. Mr. Schwab, at the time you made that very able speech 
at Chicago before the Bankers' Association, a resolution had 
been introduced in Congress, had it not, about six months be- 
fore that, to investigate the corporation? 

A. I did not know anything about that. I did not know 
of it. I do not know of it. 

Q. There was an investigation, was there not, and a hear- 
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ing shortly after that? Did not the Industrial Commission 
go into that very shortly afterwards ? 

A. The date will show whether it was before or after. I 
do not remember the date very well. 

Q. Will you look at the testimony before the Industrial 
Commission? 

A. You have the date there. 

Mr. Colton : Did you give the date of your testimony 
before the Industrial Commission? That would fix it. 

The "Witness: Will you please look at it, Mr. Colton? 
You are much better at those things than I am. It was up- 
on invitation of the Bankers' Association. 

Me. Lindabury: The speech, or the investigation? 

The Witness : The speech. 

Mr. Lindabury: We will admit that the Government 
fully investigated us within a month or two after we were 
formed. 

The Witness : May 11th, 1901, was the date. 

By Mr. Dickinson : 

Q. And your speech was when? 

A. In December of the same year. 

Q. So that the matter had been under investigation? 

A. Was that speech in December, 1901, or December, 1900? 

Mr. L.INDABURY: 1901. 

The Witness : 1901. So that the investigation was before. 

By Mr. Dickinson: 

Q. And the matter was under consideration? 

A. It had been discussed, evidently. 

Q. Had not this consolidation been assailed and very much 
criticised in the public press? 

A. I do not recall that it had. 

Q. You do not recall that? 

A. No. 

Me. Lindabuey : Not in the report of the Industrial Com- 
mission. 

Me. Dickinson: Oh, no. I mean the fact of the consoli- 
dation of the United States Steel Corporation. 
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The Witness: I suppose there were some criticisms, but 
I do not recall. 

By Mb. Dickinson : 

Q. You do not recall now? 
A. No; I do not. 

Me. Lindabue,y : I think it was investigated and commend- 
ed. 

Me. Dickinson: There has been a change of heart since 
then. 

Me. Lindabtjry: True enough, but not on our part. We 
have been the same. 

By Me. Dickinson: 

Q. You read your testimony before the Industrial Com- 
mission, in which the following occurs, in one of your an- 
swers : — 

Me. Lindabtjey: Where is that? 
Me. Dickinson: On page 4-50'. 

By Me. Dickinson: 

Q. (Beading) : 

"One company, for example, may have owned nearly all 
Mesabi ores ; another may have owned nearly all the old range 
ores ; the consolidation of all these ore interests has enabled 
these companies to utilize all of the ores to the best advantage, 
by distributing them in the best way possible. That is one 
of the greatest advantages resulting from this consolidation." 

I will ask you if any one of these companies had holdings 
either in Mesabi ores or in old range ores ? 

A. I would not know that. The Carnegie Company, for 
example, had mostly old range ores. 

Q. On page 1317 of volume III of Government Exhibits 
is set out a table showing the ores held by various companies. 
The Oliver Iron Mining Company owned, of the Old Eange, 
61,000,000 tons, and of the Mesaba, 125,000,000 tons ; so that 
company did not have its holdings exclusively in either the 
Mesaba or Old Eange, did it? 

A. Not according to that, no. 

Q. The Federal Steel Company had, of Old Range, 8,500, 
000 tons; it had in Mesaba 98,000i,00O tons? 
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A. Yes. 

Q. So that company did not have its holdings exclusively 
in one range? 

A. Oh, yes, it did ; 98,000,000 is ten or eleven to one. 

Q. Still, it had 8,500,000 in Old Eange. 

A. Oh, quite so. 

Q. The American Steel & Wire Company had Old Eange 
ores, 3,700,000 tons, and Mesaba, 10,000,000? 

A. Yes. 

Q. How about the ratio there? 

A. That is three to one. 

Q. That is not so disproportionate? 

A. Not so bad, but the other question comes in also, Judge, 
as to what the qualities of these respective ores were. 

Q. Yes, but the suggestion that I want to call your atten- 
tion to, made in this statement, "One company, for example, 
may have owned nearly all Mesaba ores and another may have 
owned nearly all Old Eange ores, ' ' is not a fact with respect 
to those companies, is it? 

A. I did not say they owned it. I used it as an illustra- 
tion. I say they may have owned. 

Q. And then you used that illustration — 

A. As showing the advantage. 

Q. To show an advantage? 

A. Exactly. 

Q. But not stating it as a fact that it existed at that time. 

A. I did not state it as a fact in the testimony. 

Q. However, it was suggested, was it not, as a reason for 
what was done? 

A. Yes. 

Q. And the suggestion is not sustained by the facts, is 
it, according to this statement? 

A. Well, it was true at that time. 

Q. Well, was it true? 

A. It was true that a great advantage resulted from their 
ability to use these various ores. 

Q. I understand, but was it true — 

A. Probably not to the full extent of that statement. 

Mb. Lindabury : Ought you not to ask him about the Na- 
tional, since you are there ? I know you want to put it fairly. 
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Me. Colton : They had a contract for Mesaba ore. 
Mr. Lindabury : It did not have a pound of Mesaba. 

By Mr. Dickinson: 

Q. Did not the National have a contract for Mesaba I 

A. I do not know. 

Q. You do not know that it did not! 

A. No. 

Q. The National had Old Range 10,000,000' tons, but you 
do not know whether it had contracts for Mesaba or not? 

A. No. 

Q. I think the facts show it did. 

A. Did it, as a matter of fact? 

Q. I think it did but I am. not stating it; I am not tes- 
tifying. 

A. It did not own it. 

Q. You were asked whether in 1900 anything particularly 
had transpired different from what had existed before in re- 
gard to this plan of building a tube works at Conneaut, and 
you answered that there was nothing that had occurred. 
That was your recollection, of course. 

A. Yes. 

Q. But I will ask you, is it not a fact that on December 
11, 1900, just the day before this dinner to which we have 
referred, that the following state of affairs existed, as is 
shown by the minutes of the Carnegie Steel Company, 
page 1905 — 

A. Of which volume did you say? 

Q. This is Volume VI. 

Mr. Colton: The dinner was the 12th, and the meeting 
was on the 11th. 

The Witness: Then it is the day before the dinner? 

By Mr. Dickinson: 

Q. Yes ; December 11, 1900. There were present Messrs. 
Schwab and others. "Land at Conneaut. The president" — 
that was you? 

A. Yes. 

Q. (Continuing reading.) "here spread before the 
Board a map showing the territory at and near Conneaut 
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Harbor, on which options had been taken, in order that the 
location might be more clearly understood." 

A. Yes. 

Q. Now, was not that a pronounced step forward in the 
direction of carrying out the plans'? 

A. No more. Judge, than the preparation of the plans, 
if that might be regarded as a step. And I think you will find 
that those were options. We had sought for a location for 
some time, and I think the records will show that. 

Q. "He stated: This is the property on which options ex- 
pire very soon, and we must decide what we are going to do. 
I have been over the ground and think we have taken options 
on more than is necessary. The property lying between our 
proposed works and the town of Conneaut will be for resi- 
dence purposes. We ought to take about 50O acres in there 
to sell for town lots. 

"Mb. Phipps: To place the matter clearly before the 
board, the total purchase recommended is 4,390 acres, amount- 
ing to $639,500, an average of about $160 per acre. If it is 
decided that we want to get additional land later, I do not 
think we will have any trouble in securing it at not over the 
price we are now paying. 

"After some little further discussion of a general char- 
acter with regard to details, it was moved by Mr. Lauder, 
seconded by Mr. Singer, that the officers of the Carnegie Land 
Company be authorized to conclude the negotiations and make 
the purchases of the p;:operty at Conneaut as described. 

' ' The motion was carried, the vote being unanimous. ' ' 

Did that occur? 

A. I think so. 

Q. Now on the 12th of November, 1900, Volume U, page 
450, the following occurred: 

"Mr. Schwab: Mr. Carnegie and I talked over the loca- 
tion for Tube works yesterday, and we are fully convinced 
that Conneaut is the place for establishing the same. The 
site can be obtained and the road to connect with the Besse- 
mer Eoad can be built and the entire cost for the site and 
road will not exceed $1,000,000. The site contemplated covers 
about 2,500 acres. 
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'Mb. L. C. Phipps: We figure that about 1,000 acres 
could be devoted for selling for homes, and which it is believed 
would bring on an average of about $2,500 per acre. 

"Mr. Carnegie: I place the amount which we would re- 
ceive for ground sold for other purposes at about $1,500,000, 
but of course this money would come to us gradually and 
would not be available at the time of building our plant. 

"Mr. Henry Phipps: To what extent is Conneaut more 
favorable than a plant if placed adjoining some of our pres- 
ent works? 

"Mr. Schwab : We figure that there would be $1.07 per net 
ton in favor of Conneaut on all materials coming in to the 
works for manufacture. 

Mr. Lynch: How would Conneaut be for a distributing 
point, compared with Pittsburgh 1 

' ' Mr. Schwab : It would not be worse than Pittsburgh and 
would possibly be better. It would be nearer to a water 
route both east and west, which would be in its favor." 

Did that transpire in that way? 

A. Yes, that is true. 

Q. I will continue reading : 

"Mr. Carnegie was at this point called away from the 
meeting, and after some further discussion on the subject 
it was determined best not to take any formal action today. ' ' 

Then on January 15th, 1901 — ^what time was your inter- 
view with Mr. Morgan! 

A. This is what, January 15th, 1901! 

Q. Yes. 

A. I have not fixed the date. What interview, did you 
say? 

Q. I was just asking what date was your interview with 
Mr. Morgan? 

A. I do not know that I have given it. It was shortly after 
that dinner. 

Q. On January 15th, 1901, Volume VI, page 1910 and 1911, 
at a meeting at which you were present, the following 
occurred : 

"Conneaut Land Company. Mr. Phipps: I would report 
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favorable progress in the Conneaut Land Purchase matter. 
We have taken all necessary precautions to have the titles 
examined and the proper surveys made. I find, from a legal 
standpoint, it will be a wise move to incorporate a new Com- 
pany under the Ohio State Laws, to handle the land purchase 
in the State of Ohio. We have made application for a 
Charter for the Conneaut Land Company, an Ohio Corpora- 
tion, with a capital stock of $10,000,000. Under the Ohio 
law it is necessary to have a majority of the Board of Di- 
rectors residents of Ohio," and so forth, 

A. Yes. 

Q. Did that occur? 

A. To the best of my knowledge it did. 

Q. Who was Mr. Converse ? 

A. E. C. Converse was then the president of the Tube 
Company. 

Q. I will read from the minutes of the National Tube 
Company, which are in evidence. Volume II, page 409. 

Mr. Lindabuky: Upon what ground are you reading this 
to the witness? 

Me,. Dickinson : I want to ask him questions about some 
matters mentioned in it. 

By Mei. Dickinson : 

Q. This is a directors' meeting of January 15, 1901. Mr. 
Converse said : "You have doubtless read the manifold utter- 
ances through the various press channels which have ap- 
peared in most of the papers and press dispatches, respecting 
the alleged plans of the Carnegie Company to install and 
operate a tube works with a capacity of two hundred and 
eighty thousand tons per annum, more or less." 

Was that about the capacity that you were contemplating? 

A. I can not give you the figures as to what the contem- 
plated capacity was, but I think it was somewhat larger than 
that. 

Me. Dickinson : Unless you wish me to read further f rom. 
that, I have finished. 

Me.. Seveeanoe.: That will do. 
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Mb. Diokikson : That is all, Mr. Schwab. 
The "Witness : Thank you very much. 

(Whereupon an adjournment was taken until tomorrow. 
Thursday, May 22, 1913, at 10:30 o'clock a. m.) 
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SIXTY-FIRST DAY 

Empiee Building, 

71 Beoadway, New York City. 

Thursday, May 22, 1913. 

Before Special Examinee John Aethue Beown. 

Present on behalf of the United States, Me. Dickinson 
and Mr. Colton. 

Present on behalf of the Defendants, Me. Lindabuey, Me. 
Seveeance, Me. Bolling and Me. Eeed. 

JAMES A. FAEEELL 

a witness previously sworn on behalf of the Defendants, was 
recalled and testified further as follows : 

DIEECT EXAMINATION (Continued) 

By Me. Severance: 

Q. You have told me, Mr. Farrell, of two slight changes 
that you desired to make in your testimony. "With the con- 
sent of Judge Dickinson we will do that now. 

First, you testified the other day that your recollection was 
that Jones & Laughlin were interested in the Mahoning Mine. 
What is the fact about that? 

A. I was in error. The Mahoning Mine is owned by 
the Cambria Steel Company, the Eepublic, Andrews & Hitch- 
cock, M. A. Hanna & Company, and twenty per cent interest 
by the United States Steel Corporation. 

Q. The Cambria is the largest owner? 

A. The Cambria owns fifty per cent, of the property. 

Q. You also stated that the Pittsburgh Steel Company 
started its open hearth furnace in 1901. Do you want to cor- 
rect that! 

A. The wire plant started in 1901, and the open hearth 
plant was built in 1908. 
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CROSS EXAMINATION. 

By Mb. Dickinson : 

Q. Mr. Farrell, you testified as follows, on page 7477, 
Volume 56 of the typewritten record r 

' ' The National Tube Company has a price list ; the Ameri- 
can Sheet & Tin Plate Company has a price list, but the prices 
of our commodities are known to everybody who desires to 
know them, customers, or trade papers, or anybody else. 

"Q. In what way? From these published price lists? 

"A. Through the trade papers, through our selling offices 
principally. ' ' 

Mr. Farrell, how long has that system prevailed, which 
you there spoke of? 

A. Since the formation of the United States Steel Cor- 
poration. 

Q. And when you say the prices of your commodities are 
known to everybody, you mean by that, the prices at which 
you sold your commodities? 

A. Yes; to the trade. 

Q. What do you mean by the trade? 

A. To buyers of the product. 

Q. What were these price lists for? 

A. Convenience in selling. 

Q. Do they show the prices at which you sell? 

A. They show the list price, and then the discount is an- 
nounced. 

Q. The price list and the discounts go together, and from 
the two it is a matter of publicity? 

A. As far as tubes are concerned. 

Q. But you also spoke of the American Sheet & Tin Plate 
Company. How about them? 

A. The American Sheet & Tin Plate Company manufac- 
ture a large variety of products, with differentials for various 
qualities. 

Q. Are those known generally to the trade? 

A. Yes, sir. 

Q. How about the other subsidiaries? 

A. The same is true in some of the commodities manufac- 
tured by some of the subsidiaries. 
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Q. In respect of what, if any, is it not true? 

A. Well, it -wonld not be true with, respect to structural 
material or plates, and possibly some others. 

Q. Well, now, what others? 

A. Wire rods. There may be others. I cannot think of 
them. 

Q. Then plates and structural material and wire rods, 
throughout that period have been sold at prices not known to 
everybody? 

A. Oh, no. 

Q. Then even as to them the prices were known at which 
you sold those various commodities, to everybody? 

A. Yes. 

Q. And your statements covers the period since the for- 
mation of the United States Steel Corporation? 

A. Yes. 

Q. You understood by that that I meant those articles 
that had just been mentioned, — plates, structural material 
and wire rods ? 

A. Yes ; and others, 

Q. Can you mention any others? 

A. I cannot think of them offhand. 

Q. It was generally true, however ? 

A. It was generally true that all prices are known to the 
pubhc and to the trade through the trade papers. 

Q. And the prices at which you sold were a matter of 
notoriety and there was no secrecy, to people interested, as to 
the prices at which you were selling? 

A. Yes. 

Q. And you treated everybody alike? 

A. Yes. 

Q. And that has been since the formation of the United 
States Steel Corporation? 

A. Yes. 

Q. Mr. Farrell, I will ask you if the United States Steel 
Corporation did not, after its formation and extending over 
a long period or periods of time, have a secret agreement with 
the Harriman lines, by which straight preferential prices were 
given to those lines? 
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A. No sir ; they had no secret agreement. 

Q. Were those agreements known to the public? 

A. To a large part of the public, I think. 

Q. What was the discount? 

A. I am not familiar with that. I know that some of our 
companies made contracts with the various companies, and I 
think they have made contracts with the lines in the so-called 
Harriman System for classes of material, for the convenience 
of the buyer as well as the seller ; that is, they are buying ten 
kegs, fifty kegs, ten tons, fifty tons, and buying a large variety 
of products for shipment all over the country ; and for the con- 
venience of the buyer and for the convenience of our com- 
panies, we have made contracts every year. Those contracts, 
as I recall it, take the average price of the market as a 
settling price. 

Q. Did you not give a discount to the Harriman Lines, based 
upon the amount of the order a year? 

A. Not to my knowledge, sir. I did not recall any such 
thing. 

Q. Did those contracts give the Harriman lines any prefer- 
ence? 

A. No sir. I would not rega'rd that as a good contract 
myself. If I had been the purchasing agent of the Harriman 
Lines, I would not have made such a contract with the Steel 
Corporation and its subsidiaries, for the reason that it took an 
average price over a period. 

Q. And you say there is no secrecy about that contract? 

A. No. Those contracts were distributed among our own 
managers in all directions, and were never regarded as being 
of such a character. 

Q. I will ask you whether or not the United States Steel 
Corporation or any of its subsidiaries has contracts with the 
American Can Company? 

A. It has. The American Sheet & Tin Plate Company 
has such a contract. 

Q. Wasn't that a preferential contract? 
A. I want to answer your question directly, but some- 
times I cannot. 

Q. Answer it in your own way. 

A. The American Can Company are the largest buyers — 
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Q. I will say this, Mr. Farrell, that you are at perfect 
liberty after you answer me, to make as full an explanation 
as you want. I would like you to answer if you can. 

Mb. Severance : He has answered you. He is proceeding 
now to give his explanation. 

The Witness: (Continuing) The American Can Company 
is the largest purchaser of tin plate of any single consuming 
interest in the world ; it buys 6,000,000 boxes of tin plate per 
annum, in round numbers 300,000 tons, practically three fifths 
of the output of the tin mills of the American Sheet & Tin 
Plate Company ; and because of the quantity they are treated 
the same as any other large buyers ; they are given a price a 
little lower than it would be to a buyer of a ton of tin plate. 

Q. Didn 't that contract tie them up to take 99 per cent of 
their requirements from you? 

A, I believe that it contemplated their taking the bulk of 
their requirements from us ; I do not recall any percentage. 

Q. Now do you say that that contract was known, and that 
your other customers knew the price at which you were selling 
the American Can Company? 

A. I think, in some instances. 

Q. In some instances. 

A. Yes. 

Q. But was it generally known? 

A. I do not think it was published in the newspapers, but 
I think such large buyers of tin plate as the Continental Can 
Company knew it. 

Q. Did you make any announcement of it? 

A. I think not. 

Q. Did your subsidiary make any announcement of it? 

A. Not to my knowledge. 

Q. Do you know of any publicity that in any way was given 
to the contract by the United States Steel Corporation or any 
of its subsidiaries ? 

A. Not any general publicity. 

Q. "Wasn't it a secret agreement? 

A. I did not consider it as such for the reason that a con- 
tract of that kind would be made with any large buyer of ma- 
terial. 
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Q. Was it not a confidential agreement? 

A. Not to my knowledge. 

Q. Will you say that it was not confidential, or that you 
simply do not know? 

A. Well, I would say, perhaps, that I am not in an intelli- 
gent position to say whether it was confidential or not. 

Q. Over what periods did those contracts extend? 

A. Over a period of five years. 

Q. Beginning when? 

A. I think in 1907 or 1908. 

Q. Was there not one previous to that? 

A. I do not know. I do know that that contract that yon 
refer to has been revised. 

Q. When was it revised? 

A. Several months ago. 

Q. After the filing of this biU? 

A. Yes ; but it had no connection with the filing of this biU. 

Q. But in point of time, it was subsequent to it ? 

A. Tes ; the phraseology of the contract was changed. 

Q. But you do know that from 1908 continuously down to 
the time of the filing of the petition in this cause, November, 
1911, such a contract did exist? 

A. I know that a contract for approximately 300,000 tons 
of tin plate existed between the American Sheet & Tin Plate 
Company and the American Can Company. I do not con- 
sider there was anything unusual about such a contract, a 
quantity contract. 

Q. You do know, however, that it was based upon the re- 
quirement that the American Can Company should take a cer- 
tain percentage of what they used, of their requirements? 

A. I do not recall any specific percentage, but I should 
gather that a contract of that nature would probably call for 
the bulk of the requirements of such a company; that would 
be the object of giving them a quantity price. 

Q. That is to say, it did not require them to take any specific 
tonnage from time to time, but the bulk of their requirements? 

A. I should say so, yes. 

Q. And they were to buy them from you and no one else, 
and got this discotmt on that condition, did they not? 

A. I do not consider it so, because within my knowledge 
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they have bought material from other people during the .exist- 
ence of that contract. 

Q. That amounted to more than the excepted percentage ? 

A. I do not know as to that. I know from time to time 
they bought from other people. 

Q. But up to the percentage of their requirements that 
was agreed on, they had to take that from you and not from 
other people, in order to get the prices named in that con- 
tract, did they not! 

A. I presume that would be the sense of the contract. The 
contract was prepared by very eminent legal gentlemen who 
thought it was a proper contract for a quantity contract. 

Q. I am not questioning the ability, but it was a percentage 
contract, was it not? 

A. I am not in an intelligent position with respect to that ; 
I have answered that to the best of my knowledge and belief. 

Q. Now I will ask you if there were any confidential dis- 
counts given by the National Tube Company to certain of its 
customers, running over long periods, from the time of the for- 
mation of the Corporation on down. 

A. I do not know. 

Q. Then, if there were such agreements, you do not kno-- 

A. I do not. 

Q. Then, when you stated that "the prices of our com- 
modities are known to everybody who desires to know them, 
customers or trade papers," you did not intend to state abso- 
lutely of your own knowledge that there were no such con- 
fidential discounts? 

A. The National Tube Company, or any of our companies, 
might sell a man a very large quantity of material at a some- 
what lower price than they would sell a man a carload or 50 
or 100 tons of material. 

Q. But I am not asking about that ; I am asking whether 
they did it under agreements that were confidential and 
marked confidential. 

A. I do not know. 

Q. Then I ask again the question : When you stated that 
the prices of your commodities are known to everybody who 
desires to know them, customers or trade papers did you 
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mean to state by that afS&rmatively, of your own knowledge, 
that there were not customers of the subsidiaries of the 
United States Steel Corporation who from time to time from 
its formation down to the filing of the petition in this cause 
did not have confidential or preferential treatment! 

A. Generally speaking the prices were known to every- 
body! 

Q. But do you say that you know that during that period 
there were no contracts made by any of the subsidiaries of 
the Corporation by which confidentially any preference was 
given over the general public? 

A. No, I should say that in the case of quantity contracts 
the same prices would be given any large buyer. 

Q. Do you say that you know that throughout the period 
from the formation of the Corporation down to the filing of the 
petition in this case none of the subsidiaries of the Corporation 
gave to certain of their customers confidential and prefer- 
ential treatment by which they got prices different from those 
that were known to everybody and to customers generally and 
the trade papers? 

A. I should say that no such concession would be made to 
anybody unless it was in the case of large quantities of ma- 
terial, the general price of the commodity is the market price ; 
if a man buys 50,000 tons of material, the possibilities are he 
would get it at a lower price than a man buying 500 tons. 

Q. Yes, but Mr. Farrell, you are not answering my ques- 
tion, I submit, and that is whether you state positively that 
you know that throughout the period from the formation of the 
Corporation down to the filing of the petition in this cause 
there were no contracts or agreements made privately or con- 
fidentially by any of the subsidiaries of the United States 
Steel Corporation by which certain of their customers bought 
commodities at prices not known to everybody, prices not 
given to all the customers, and prices not generally known to 
trade papers? 

A. Positively? 

Mb. Dickinson: Eead my question. 

(The question was read by the. stenographer as above re- 
corded.) 
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A. I know of no reason why there should be any secrecy 
about any contract made by any of our companies. 

By Me.. Dickinson : 

Q. I am not asking now for a theoretical answer, or for 
any reasons that you know, but I am asking if you, by virtue 
of your knowledge of the affairs of this Corporation, state 
positively, of your own knowledge, that no such arrangements 
as I have described existed. 

A. I want to answer the question, but as I have stated re- 
peatedly, I know of no contracts made by any of our companies 
that would not be made with anybody for the quantities, and 
they might not necessarily be published in trade papers, but 
we would not consider them secret or special or confidential 
contracts. 

Q. Do you say that there were no contracts — 

A. I do not. 

Q. "Wait a moment — that there were no contracts made by 
any of the subsidiaries of the United States Steel Corpora- 
tion from the time of the formation of the Corporation down 
to the filing of the petition in this cause, by which certain of 
the customers of such subsidiaries got, under confidential 
agreements, prices that other of their customers did not get, 
and prices which were not generally known to the trade 1 

A. I do not profess to say that I know of every contract 
which might have been made by every one of our companies. 

Q. Therefore you do not say that you know that no such 
contracts existed? 

A. Well, I should say that I am in a pretty intelligent 
position as to what exists in the form of contracts. 

Q. How far back does that intelligence go? 

A. I have been associated with the general managers of 
sales practically since the formation of the Corporation; and 
in our deliberations all such matters are discussed, and it is 
hardly likely that any contract of any magnitude or import- 
ance would be consummated Avithout informal discussion. 

Q. Then you are basing your answer upon probabilities, 
are you not? 

A. Well, you might term it probabilities. 

Q. Now do you say that you have, covering that entire 
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period, such an intimate knowledge of the affairs and the 
conduct of the business of the several subsidiaries of the 
United States Steel Corporation that throughout that time 
none of them made private or confidential agreements by which 
some of their customers got preferential treatment and at 
prices which were not known generally to their customers at 
large, and which were not known to the trade papers! 

A. I would not say so. 

Q. You would not say so. Now, Mr. Farrell, did you 
have any intimate inside knowledge of the workings of the 
billet pool or the structural pool or the rail pool that existed 
down to about 1904! 

A. No sir. 

Q. Did you attend those meetings? 

A. No sir. 

Q. None of themf 

A. No sir. 

Q. You did not know what transpired at themf 

A. No sir. 

Q. Now, in line with what I was asking you a while ago, 
I call your attention to Grovemment Exhibit No. 162. 

Me. Seveeancb: Which volume? 
Mr. Dickinson: Volume IV. 

By Mk. Dickinson : 

Q. Do YOU know who the members of the Billet Associa- 
tion were? 

A. Xo. 

Q. Or the structural pool association? 

A. No. 

Q. Do you know anything about its purposes or meetings 
or who attended them? 

A. No. 

Q. I show you Government Exhibit 162. Volume W, pages 
1486 and 1487, and ask you to examine it. It is entitled 
"Agreement made and entered into this 1st day of July, 1903, 
by and between Carnegie Steel Company, hereinafter called 
the Sellers, and the Pittsburg Steel Company, hereinafter 
called the Buyers." Are you familiar with that contract? 

A. No sir. 
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Q. Please examine it, will you, and then pass it back to me. 
(Handing book to witness). 

Q. Mr. Farrell, the first clause of this provides for all the 
billets required for use at said buyer's plant, estimated to be 
about 15,000 gross tons per calendar month. Is that a pretty 
substantial amount^ — 15,000 tons per month. 

A. It is a fair quantity for a steel finishing mill. 

Q. Of that size? 

A. Yes ; I should say so. 

Q. You would call that a large contract, would you not? 

A. Yes ; it would be an important contract. 

Q. I will read you from page 1487, Paragraph No. 1, as 
follows : 

" (1) The prices to be paid under this agreement for such 
Billets shall be fixed at the end of each month for the deliv- 
eries of that month, and shall be determined by deducting 
Two Dollars ($2.00) per gross ton from the ruling price at 
which Billets have been sold during that month by the Steel 
Billet Association, or any member thereof, so long as said As- 
sociation continues in existence, which price shall in no case ex- 
ceed Twenty-five ($25.00) per gross ton for Billets delivered f. 
0. b. Buyers' works at Monessen and Glassport, Pa., during the 
term of this contract ; and if such Steel Billet Association shall 
become dissolved then the price to be paid hereunder by the 
Buyers shall not exceed the lowest price at which the Sellers 
have delivered Billets during such month to others." 

On the next page, 1488, I read the following: 

' ' This contract is made for the entire supply of billets re- 
quired by the Buyers, excepting, however, a certain contract 
with the Clairton Steel Company, which antedates this con- 
tract. ' ' 

Did not this contract tie up the Pittsburgh Steel Com- 
pany to the Carnegie Company, to take from the Carnegie 
Company all the billets that it would use in its business ex- 
cept what had been previously covered by a contract with the 
Clairton Steel Company? 

Mr. Severance: Just a moment. I object to that. This 
contract is not ambiguous. You have just read it to him, and 
you are asking him to construe perfectly plain language. 
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It shows on its face what it provides, and there is no necessity 
for asking a witness what the contract means, when you have 
the contract in evidence. I object to it. 

Mr. Dickinson : If it is so plain, it will not trouble him to 
answer it. 

By Mr. Dickinson : 

Q. What do yon answer to that, Mr. Farrell? 

A. Apparently. I should call it a mutual transaction. 

Q. But on that point you would say apparently it doesi 

A. Yes. 

Q. The Clairton Steel Company, with which it had a previ- 
ous contract, was subsequently taken over by the Corpora- 
tion, was it not? 

A. It was. 

Q. At what time 1 

A. About 1904. 

Q. Then the Clairton Steel Company and the Carnegie 
Company, at the time the Clairton was taken over, were both 
selling to the Pittsburgh Steel Company? 

A. The Clairton Company was in process of building; they 
were building blast furnaces and open hearth furnaces there. 

Q. Under this contract they were selling, were they not, 
biUets? 

A. My recollection is that they were getting ready to seU. 

Q'. They were taking orders? 

A. I had not heard of them to any extent in the market. 

Q. Coming back now to page 1487, Mr. Farrell, I will ask 
you if this is not a preferential agreement with the Pitts- 
burgh Steel Company, by which, in consideration of its tak- 
ing the requirements specified, it was to get its billets at 
$2 per ton gross less than the price at which the Steel Billet 
Association was selling? 

Mr. Severance I object. The contract speaks for itself; 
it is perfectly plain. 

The "Witness : I should denominate this as a quantity con- 
tract. 

By Mr. Dickinson : 

Q. Would you not denominate it also as a preferential con- 
tract? 
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A. Not necessarily, no. 

Q. Would you say that under this contract the Pittsburgh 
Steel Company was getting its billets at the prices which were 
known to everybody and to all the customers of the Carnegie 
Company, and to trade papers, or anybody else! 

A. I should think that a contract of that kind would be 
pretty generally known in the trade. All such contracts are 
known more or less. 

Q. Do you say, of your own knowledge, that this was 
known in the trade? 

A. I say that I should think they would be. 

Q. You are thinking now, but I am asking you if you 
know. 

A. No, I do not know. 

Q. But this was a price, was it not, less than the general 
price at that time I 

A. I am not familiar with this contract. I have read it; 
I have heard you read it, and I have read it myself. 

Q. Then you did not know anything about this contract! 

A. It explains itself. 

Q. You did not know anything about it! 

A. It was general knowledge in the trade that such a con- 
tract existed. 

Q. Did you have knowledge that it existed! 

A. Yes. I did not know the specific terms of the contract, 
but I knew that these people had made a contract for a large 
quantity of material. 

Q. You did not know the specific terms of it ! 

A. The specific terms I did not know. 

Q. Did you have this contract in mind when you said that 
from the time of the formation of the United States Steel 
Corporation on, the prices of the commodities sold by the sub- 
sidiaries of the United States Steel Corporation were known 
to everybody who desired to know them, customers or trade 
papers or anybody else! 

A. It would be among the number, I should think. 

Q. I say, did you have that in mind when you answered 
that question! 

A. Not that specific contract, no. 
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Q. At that time, July, 1903, was the Pittsburgh Steel 
Company a large company? 

A. The Pittsburgh Steel Company were large manufac- 
turers of wire products. 

Q. What other concerns than the Carnegie Company were 
in a position to sell to the Pittsburgh Steel Company? I 
mean, to sell billets. 

A. The Cambria Steel Company, Jones & Laughlin, and 
a number of others. In fact, I think they sold quite a good 
many. 

Q. Did not this contract, however, during this period,, tie 
that customer, which you say was a large concern, up to the 
Carnegie Company to take all of its requirements, the reduc- 
tion being given of $2 from the prevailing prices? 

A. Apparently; but in the case of an accident to one of 
the Carnegie mills, these people would have had to go out 
and buy their material somewhere else, and that contract 
would not have been operative. 

Q. Do you know whether there was such an accident dur- 
ing the operation of this contract ? 

A. I do not. 

Q. You do not recall any? 

A. No, sir. 

Q. Then, if there was not such an accident, you would 
answer me in the affirmative ? 

A. Yes. 

Q. Did not the United States Steel Corporation have con- 
tracts with the National Transit Company, which was a sub- 
sidiary of the Standard Oil Company, by which in certain 
lines the National Transit Company was to take all of its 
requirements ? 

A. I understand that they had a contract to take a large 
quantity of materials; I am not sufficiently informed as to 
the language of the contract. 

Q. Do you know what the prices were? 

A. No. 

Q. Do you know that they were less prices than you were 
giving others? 

A. I do not imagine they would be. 
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Q. I am not asking now for imagination, but what you 
know as to facts. Do you know the fact one way or the other? 

A. No, I should say, if it is permissible to say it, that they 
would be the current market prices. 

Q. Do you say they were the current market prices 1 

A. No. 

Q. Do you say they were not preferential? 

A. I do not know. 

Q. Do you say that they were known generally to the 
trade, the existence of these contracts? 

A. Pretty well known, yes. 

Q. Were they known to the trade papers? 

A. I haven't any recollection of seeing anything in the 
trade papers concerning that contract. 

Q. Were they known to the other customers who were buy- 
ing at the same time the same class of material? 

A. I presume so ; I should think they would get the market 
price. 

Q. You say you presume so ; do you know so! 

A. It is the custom, that large buyers get about the same 
average prices. 

Q. Do you say that you know that the existence of these 
contracts between the Carnegie Company and the National 
Transit Company was known to other customers who during 
the same period of time were buying the same class of com- 
modities? 

A. Not specifically. 

Q.Would you consider 50,000 tons a year a large contract? 

A. Yes. 

Q. Would you consider 200,000 tons a very large contract? 

A. Fairly large, yes. 

Q. Didn't these contracts embrace that much? 

A. I should think so. 

Q. When you answered the question put to you and said : 
"The prices of our commodities are known to everybody who 
desires to know them, customers or trade papers or anybody 
else," and you answered my question that that covered the 
whole period from the formation of the Corporation, did you 
have in mind this contract or series of contracts between the 
Carnegie Company and the National Transit Company? 
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A. Not that particular contract, 

Q. That was not present in your mind when you answered 
that question? 

A. No. 

Q. Now, in view of your recollection having been refreshed 
as to some of these matters, do you say that the prices of 
commodities at which the various subsidiaries of the United 
States Steel Corporation sold from 1901, down to the time of 
the filing of the petition in this case, were known to every- 
body who desired to know them, customers or trade papers or 
anybody else? 

A. I should say that if anybody desired to know the terms 
of that contract, I do not imagine there would be any difficulty 
in his learning the terms of the contract. I would not con- 
sider such a contract a secret or confidential contract ; that was 
a quantity contract. All those contracts are quantity con- 
tracts. 

Q. Do you regard that a quantity contract is the same as 
a contract requiring a customer to take all of its requirements? 

A. Practically. 

Q. When you require a customer to take all of his require- 
ments, that ties that customer up to you during the period of 
that contract, does it not? 

A. If it required the customer to take all his require- 
ments — 

Q. By a 99 per cent contract — 

Mb. Severance : Let him finish his answer. You inter- 
rupted him. 

The Witness: (Continuing) If it required a customer to 
take all his requirements it would be, substantially, yes. 

By Mb. Dickinson : 

Q. And 99 per cent would be practically all, would it not? 

Mr. Severance : I suppose most anybody could figure what 
relation 99 is to 100. 

By Mb. Dickinson : 

Q. What would you say, in view of the plain explanation 
of counsel on the other side ? 
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A. I should say it was substantially all of their require- 
ments. 

Q. The effect of that would be to take that customer out 
of the market and away from other sellers of like things dur- 
ing the period that such a contract was in existence, would it 
not? 

A. Temporarily. 

Q. During the time such contract was in existence ? 

A. Except in the case of some accident to the works or 
strikes, or something of that kind; but these contracts are 
common with our competitors as well as with ourselves. 

Q. That is what you call a "back-log" contract? 

A. No, a back-log contract is a composite order-book. 

Q. 'What does that mean? 

A. It means an accumulation of great quantities of all 
classes of material. 

Q. Well, does it not mean an accumulation of great quan- 
tities of all classes of material covered by the existing con- 
tract, by which you can rely, through certain periods, on sel- 
ling these things ? 

A. If there was a large quantity of them, constituting a 
large tonnage, from a great number of people. 

Q. Mr. Farrell, what do you mean by the expression "con- 
stantly shown a decline 1 ' ' 

A. A gradual decline over a period. 

Q. Continuous? 

A. Not necessarily, but — 

Q. What does constancy mean except continuity? 

A. It does ; yes. 

Q. So it means, then, a continuous decline over a period? 

A. Yes, it would mean that. 

Q. What do you mean by the expression "the domestic 
department?" Do you mean the domestic trade in this 
country as contradistinguished from export trade? 

A. Yes. 

Q. In Exhibit 42, put in evidence by the defense, I see that 
the price of Bessemer rails, domestic, in 1904 was $27.31 ; in 
1905, $27.36; in 1906, $27.52; in 1907, $27.84; in 1908, $27.96; 
in 1909, $27.82 ; in 1910, $27.82. Would you call that a con- 
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stant decline from 1904 to 1910' in the price of Bessemer rails, 
heavy domestic? 

A. No, there is apparently some variation, but not very 
much decline. 

Q. Is it not a constant increase? 

Mr. SeiVeeance : Do you mind if I show him the exhibit? 
He probably does not carry those figures in his mind. 

Me,. Dickinson • No, I do not want him to see the exhibit 
now. 

Mr. Severance: Then I would ask that the reporter read 
him the question, so he can see the figures you have named. 

Me. Dickinson : Eead it to him — all right, let him look at 
the exhibit ; we will get along quicker. 

(Paper handed witness by counsel.) 

(The question was then repeated as above recorded.) 

The Witness : No. 

By Me. Dickinson : 

Q. The next on the list is 0. H. rails, heavy domestic, for 
which there are no figures from 1904 to 1907 ; for that reason 
I pass that by. Now, coming to the next, rails light, without 
reading these figures, I will ask you to look at the figures 
shown there for domestic, for the years 1904 to 1910, inclusive, 
and say if that shows a constant decline. 

A. No. 

Q. The next is Bails, Grirder, Domestic; look at the figures 
given there from 1904 to 1910 and say whether that shows a 
constant decline. 

A. No. 

Q. Take the next. Blooms, Slabs, Large Billets, Bessemer, 
domestic. Look at the figures given there from 1904 to 1910 
and say whether that shows a constant decline. 

A. The prices are variable. 

Q. Does it show a constant decline? 

Me. Seveeancb: You stop with 1910, do you? 

Me. Dickinson: From 1904 to 1910. The reason I stop 
there is that the subsequent years embrace the period involved 
since the filing of the bill, part of 1911, and 1912. 
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By Mr. Dickinsow : 

Q. What is your answer to that? 

A. In some years they show a decline. 

Q. But does it show a constant decline? 

A. Not a constant decline, no, if "constant" is something 
that is like a toboggan ; it does not show that. 

Q. Is it not a fact that the price was higher in 1910 than 
it was in 1904? 

A. Yes, and $2 lower in 1911, and $3 lower in 1912, but 
you do not take those years into consideration. 

Q. No, I do not take those into consideration, because we 
think that some things began to happen after we filed the bill. 

A. Of course I have in mind the period over which we are 
doing business. 

Q. Yes. Now, take the nest. Blooms, Slabs and Large 
Billets, Open Hearth, Domestic, from 1904 to 1910. Does 
that show a constant decline? 

A. No ; there is a great deal of variability about the prices 
in the different years. 

Q. Was the price ever as low, after 1904, as it was in 1904, 
during those years ? 

A. No. 

Q. What was the price for 1904? 

A. $20.31. 

Q. And what for 1910? 

A. $24.38. 

Q. You would not call that a decline at all, would you? 

A. No, but 1912 is $20.25 and 1911, $21.46. 

Q. What did you say? 

A. 1912, $20.25 ; 1911, $21.46. Those prices are lower than 
any of these years. 

Q. And the Steel Corporation was being investigated in 
1911 by the Stanley Committee, was it not? 

A. Sir? 

Q. The Stanley Committee was investigating the Steel 
Corporation in 1911, was it not? 

A. There was a Congressional committee investigating the 
Steel Corporation in 1911. 

Q. After 1910 it seems that prices went down in that com- 
modity, did they? 
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A. In most commodities. 

Q. What? 

A. Y\e consider that is due to the efficiency of our plants. 

Q. I did not hear you. 

A. I say, most of them went down. 

Q. Xow, the next item is Billets Small, Bessemer. Look at 
the years 1904 to 1910 and say whether there was a constant 
decline throughout that period. 

A. It was $20.34 in 1904, and $18.44 in 1912. 

Q. What was it in 1910! 

A. Oh, in 1910, $22.84. 

Q. And that was higher than it was in 1904, was it not? 

A. Yes. 

Q. And higher than it was in 1905, is it not? 

A. Slightly. 

Q. And higher than it was in 1909, is it not? 

A. Moderately so. 

Me. Sevekance : Just to save time, ask him if it was higher 
than it was in 1906, 1907 and 1908. 

Mr. Dickinson : You can ask him as to those, if you want 
to. 

Me. Seveeance: It will save me the trouble of going back 
to them. 

Me. Dickinson : I am not saving your time now, I am trying 
to save my own time. 

By Me. Dickinson : 

Q. The next is this : Billets, Small, Open Hearth, Domestic. 
Answer as to those, from 1904 to 1910, as to whether there 
was a constant decline. 

A. N'o, sir. 

Q. To save you the trouble of saying it, there was a de- 
cline, however, from 1910, to 1912, was there not? 

A. Yes ; from 1907 on. 

Q. From 1907 on? 

A. Yes. 

Q. Was it a constant decline throughout the period, how- 
ever, that I have embraced in my question, 1904 to 1910? 

A. No. 
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Q. Take the next item: Sheet and Tin Plate Bars, do- 
mestic, from 1904 to 1910: Was there a constant decline? 

A. No. 

Q. Take the next : Plates, Sheared, Domestic, from 1904 to 
1910: Was there a constant decline? 

A. A substantial decline ; about $5 a ton less last year than 
in 1904. 

Q. But was there a constant decline ? 

A. With the exception of one or two years there was a 
constant decline. 

Q. I repeat, was it a constant decline throughout that 
period? 

A. No, sir ; it was not a constant decline. 

Q. Take the next item : Plates, Universal, Domestic, 1904 
to 1910, inclusive. Does that show a constant decline? 

A. A decline in some years, but it is not a constant decline. 

Q. Take the next: Angles, Domestic, for the same years; 
does that show a constant decline? 

A. $5 a ton in some years, but not a constant decline. 

Q. Take the next: Beams, for the same years; does that 
show a constant decline? 

A. No. 

Q. Was it not higher in 1910 than it was in 1904? 

A. 'A dollar a ton ; two dollars a ton lower the next year, 
three dollars a ton the next year after it. 

Q. My question was was it not higher in 1910 than it was 
in 1904? 

A. Yes ; a dollar a ton. 

Q. Take the next : Channels, Domestic, for the same period. 
Does that show a constant decline? 

A. It shows the same price for 1904 to 1910. 

Q. But does it show a constant decline from 1904 to 1910? 

A. No. 

Q. It shows a very material rise over 1904, in the years 
1906, 1907 and 1908, does it not? 

A. Yes ; and then we begin to get lower, afterwards. 

Q. What is the next item? 

Me. Severance : Zees and Tees are the next on the list.. 
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By Me. Dickinsojst : 

Q. The next item is Zees and Tees. What does that show- 
as to a Constant decline over the same period! 

A. It is not a constant decline, but five dollars a ton less 
in 1912 than it was in 1904. 

Q. You understand, do you not, Mr. Farrell, that I am 
talking all the time about the years from 1904 to 1910? 

A. There is a mass of figures here, and it is difficult to 
follow them. 

Q. I do not think there is anybody that can follow figures 
better than you can. The next item is : Structural Shapes, 
North Works, Domestic. It is only given here for the years 
1904 to 1909. Does that show a constant decline? 

A. No, sir. 

Q. The next is Structural Shapes and Bars, American 
Bridge, Domestic: Does that show a constant decline? It 
is only given here for the years from 1904 to 1909, inclusive? 

A. It shows a decline of $4 a ton between 1904 and 1909. 

Q. It shows, also, does it not, in 1908, the price? 

A. Yes ; it shows a higher price in 1908. 

Q. And in 1907? 

A. Yes, sir. 

Q. And in 1906? 

A. Yes. 

Q. Now, take the next item, Merchant Bars and Bands, 
Domestic, for the years from 1904 to 1910, inclusive. Does 
that show a constant decline? 

A. No. 

Q. Take the next item. Spring Steel, Domestic, for the 
same years: Does that show a constant decline? 

A. No; there is a variation of about a dollar a ton in 
different years. 

Q. Does it not show a higher price in 1906, 1907, 1908, 
1909 and 1910? 

A. Slightly. 

Q. Take the next item: Skelp, Domestic, for the same 
years; does that show a constant decline? 

A. No, sir. 

Q. Does it not show some years that the price was higher? 

A. Yes; and lower in some. 
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Q'. Was it not higher in 1910' than it was in 1904? 

A. Yes; somewhat. 

Q. And higher in 1900? 

A. Yes; about 80 cents a ton higher. 

Q. And higher in 1906? 

A. Yes. 

Q. And higher in 1907? 

A. Yes. 

Q. And higher in 1906? 

A. Yes. 

Q. And higher in 1905, too, was it not? 

A. Slightly. 

Q'. Was there any decline from 1904 to 1910? If s'o, what 
was it? 

A. There was not any decline nntil 1911. 

Q. Take the next item: Hoops, Domestic, for the same 
years; does that show a constant decline? 

A. No, sir. Those hoops are being sold for different pur- 
poses n'ow than they were some years ago, largely. They 
are sold for cold rolling, and bring a higher price. 

Q. Was not the price higher in 1909 than it was in 1904? , 

A. Because of the character of the material. ; 

Q. It was higher, was it? ' 

A. Yes; the price was higher; but the character of the 
material was higher. 

Q. And it was higher in 1906, was it not, than it was in 
1904? 

A. Yes. 

Q. Was it not higher in every year, from 1904 to 1910 
inclusive, than it was in 1904? 

A. Yes; that follows because of the increased cost 'of 
making these goods. 

Q. There has been an increased cost in making rails also, 
has there not? 

A. Yes. 

Q. Has there ever been any increase in the price of stand- 
ard steel rails during that long period? 

A. I think it is tending upwards. 

Q. Since when? 
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A. Today thirty per cent of our rails are sold at $28 a 
ton. 

Q. You say it is tending upwards*? 

A. Yes. 

Q. Since when? 

A. For several years. 

Q. How long back? 

A. I could not be specific as to the date. 

Q. Do you mean to say that from 1901 to the time of the 
filing of the petition in this cause the price of standard rails 
has changed? 

A. The specifications are changed. 

Q. Yes, I know; those are particular orders, are they 
not; but about standard rails? 

A. They sold at about $28. 

Q. The cost has been increased? 

A. Yes, the cost has. 

Q. But the price has remained constant? 

A. About the same price. 

Q. Take Cotton Ties, the next article, for the same years, 
has the price constantly declined? 

A. 1904? 

Q. 1904 to 1910 inclusive? 

A. It was lower in some years — 1909. 

Q. Is not that the 'only year it was lower? 

A. About the same in 1910. 

Q. Isn't that the only year during that period that it was 
lower, 1909? 

A. During that period. 

Q. In all the other years it was higher? 

A. Except in 1912. 

Q. Yes, but I am not asking about that. The next is Tie 
Plates. Throughout that period was there a constant de- 
cline? 

A. No. 

Q. Splice Bars and Bail Joints is the next. Was there a 
constant decline? 

A. The price was variable ; it was not a constant decline. 

Q. Wasn't the price sometimes higher? 

A. Sometimes higher and sometimes lower. 
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Q. During that period in how many years was it lower? 

A. What articles? 

Q. Splice Bars and Bail Joints? 

A. Lower in 1905, 

Q. In all the others it was higher, was it not? 

A. Yes; somewhat higher. 

Q. The nest is Spikes, Bolts, Nuts and Fastenings. Dur- 
ing that period does it show a constant decline? 

A. No. 

Q. The next is Axles, turned W. S. and J. Does that show 
a constant decline throughout that period? 

A. No. 

Q. Wasn't the price higher in 1910 than it was in 1904? 

A. Yes. 

Q. Wasn't it higher for every other year throughout that 
period than it was in 1904? 

A. It was. 

Q. The next is axles, turned all over. Does that show a 
constant decline? 

A. No. 

Q. Don't it show an increase in every year between that 
period, over 1904? 

A. No. 

Q. What do you mean by "no?" 

A. I am answering your question, whether it shows a 
constant decline. 

Q. But my question is, does it not show that for each year 
within that period it was higher than it was in the year 
1904? 

A. Yes. 

Q. Take the next. Axles, Forged Only. Does that show 
a constant decline? 

A. No, sir. 

Q. Wasn't it higher in every year throughout that period 
than it was in 1904? 

A. Moderately. 

Q. It was higher. 

A. Yes, higher. 

Q. Take the next. Axles, Locomotive Driving. Does that 
show a constant decline? 
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A. No. 

Q. Wasn't it higher in every year given here than it was 
in the year 1904, during that period? 

A. Yes. 

Q. The next is Axles, American Bridge. 1904 is not given, 
but 1905 is given. Was it higher in 1906 or lower than it was 
in 1905? 

A. Higher. 

Q. The same question as to 1910. 

A. Higher. 

Q. Those are the only years given. The next is Wheels. 
The only years given here are 1908, 1909 and 1910. I mean, 
within the period I am asking about. 

A. They show a constant decline. 

Q. And that is the first one of all the whole list that 
did? 

A. That is because of the character of this product. Ton 
call an axle "American Bridge." That axle is a special axle 
in each instance. Now, hoops constitute a great variety of 
product, rolled in the hoop mills. 

Q. Is not that the 'only one of all that I have read that 
show a constant decline? 

A. Yes. 

Q. And that does not cover the year 1904. 

A. It covers the period in which we engaged in that 
business. 

Q. And that did not go back of 1908? 

A. No. 

Q. The next is Steel Ties ; for the same years state whether 
that shows a constant decline. 

A. Not a constant decline. 

Q. Well, was there a constant decline in any year except 
1905? 

A. There again; these ties are all special ties; they are 
n'ot all alike. Some cost more money and some cost less. 

Q. Well, I am taking the exhibit as you have made it up, 
and now I am asking whether it shows a constant decline. 

A. No, sir. 

Q. In 1904 it was $25.83, was it not, and in 1905 it was 
$22.05, was it not? 
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A. WMcli one are you speaking of? 

Q. Steel Ties ; the last one. 

A. $22.05. 

Q. Now the next year it went up to $49, did it not? 

A. The type of the tube was changed, and it cost more 
m'oney; it weighed more. 

Q. Then it went down again, did it not, from $46 to $37, 
the next year? 

A. It did. 

Q. And throughout that period there is only one year 
when it was lower than it was in 1904? 

A. Yes. Are you going to take up some of these other 
items? ''-^V^ 

Q. I have taken up all on that sheet. 

Mr. Severance: Take them 'on the next page. 

Mb. Dickinson : I do not care about taking it on through. 

The Witness : They are all showing declines here. 

By Mr. Dickinson : 

Q. I will take them right along, then, if you do not mind 
the time. The next is Wire Oalvanized Twisted. 

Mr. Severance: No, Steel Piling next. 

The Witness: At the top of the page. 

Mr. Severance : Tou overlooked the second page. 

Mb. Dickinson : Yes, I did overlook it. 

By Me. Dickinson : 

Q. The next is Steel Piling. There are no figures given 
here for 1904, 1905 and 1906, are there? 

A. No ; we commenced the manufacture of it in 1907. 

Q. Take the years from 1907 to 1910. Does that show a 
constant decline? 

A. The prices in each year are lower than the prices in 
1907. 

Q. Well, in 1907; but does it show a constant decline? 

A. No, it is $35.01 in 1907; $28.27 in 1908; $30.28 in 1909, 
and $32.66 in 1910. 

Q. Well, then there was an increase in 1909 over 1908, 

was there not? 
A. Yes. 
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Q. And an increase in 1910 over 1908 and 1909? 

A. All lower than 1907; yes. 

Q. But I am asking you now about a constant decline. It 
does not show any constant decline ? 

A. No. 

Q. Take the next item, Merchant Pipe Black. Does that 
show a constant decline? 

A. It does not show a constant decline ; it shows $4 a ton 
less in 1910 than 1904. 

Q. Yes, and it shows nearly $7 more in 1908 than in 1904, 
does it not? 

A. It is variable in different years. 

Q. It does n'ot show a constant decline, does it? 

A. No, sif. 

Q. Take the next, Merchant Pipe, Galvanized; does that 
show a constant decline? 

A. No, sir. 

Q. Take the next. Oil Country Goods; what are oil coun- 
try goods? 

A. Pipe used for driving oil wells. 

Q. Does that show a constant decline? 

A. Yes, sir. 

Q. Let us see; in 1906 

A. Excepting in 'one year there. 

Q. Then it does not show a constant decline? 

A. It does not, no. 

Q. Look at 0. D. & Miscellaneous for the same years; 
does that show a constant decline; 1904 to 1910, all these 
questions relate to. 

A. No, n'ot a constant decline; about $6 a ton less than 
it was in 1904. 

Q. Take the next. Boiler Tubes ; does that show a constant 
decline ? 

A. It shows a decline of $14 a ton from 1904 to 1910, but 
not a constant decline. 

Q. Take the next. Seamless Tubes, does that show a con- 
stant decline? 

A. It shows a decline of $40 a ton between 1904 and 1910, 
but n'ot a constant decline; variable prices. 

Q. Does it not show a higher price in 1907 than in 1906? 
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A. Yes. 

Q. And a higher price in 1908 over 1906? 

A. Yes. 

Q. Take the next; Tube Fittings; does that show a con- 
stant decline? 

A. No. 

Q. Tie Plate Slabs, does that show a constant decline? 

A. No. 

Q. Tin Plate, Cokes; does that show a constant decline? 

A. No. 

Q. Tin Plate Charcoals; does that show a constant de- 
cline? 

A. No. 

Q. Take the next, Tin Plate Ternes; does that show a 
constant decline? 

A. No. 

Q. The next is Black Plate; does that show a constant 
decline? 

A. No; the prices are variable, but not constant. 

Q. Was it not higher in 1910 than it was in 1904? 

A. Five cents per hundred pounds. 

Q. Was it not higher in 1906 than it was in 1904? 

A. 1906? 

Q. Yes. 

A. Yes. 

Q. Was it not higher in 1907 and 1908 than it was in 
1904? 

A. Slightly. 

Q. Take the next: Black Sheets, and answer the same 
question as to whether there was a c'onstant decline? 

A. No, sir. 

Q. Was it not higher in 1906 than it was in 1904? 

A. $1.50 a ton. 

Q. Was it not higher in 1907 than it was in 1904? 

A. Yes. 

Q. Was it not higher in 1908 than it was in 1904? 

A. Yes, sir. 

Q. And higher in 1909 than it was in 1904? 

A. Yes, sir. 

Q. And higher in 1910 than it was in 1904? 
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A. $3 a ton lower the next year and $5 in 1912. 
Q. You are getting over to 1912. 
A. Yon do not keep on. 

Q. I hate to show how mnch it has reduced after the filing 
of my petition. 

Me. Sevebancb: I should think you would be proud to 
have produced such a wonderful effect, Judge. 

Me. DicKisrsoN: It would look like taking an unfair ad- 
vantage. 

By Me. Dickix^sox : 

Q. The next item is Gralvanized Sheets. Does that show a 
constant decline? 

A. No; it is variable; n'ot constant. 

Q. Was it not higher in every year from 1905 to 1910 in- 
clusive than it was in 19041 

A. Somewhat, in some years. 

Q. Take the next item: Polished and Planished Sheets. 
Does that show a constant decline f 

A. Between 1904 and 1908. 

Q. Does it show a constant decline? 

A. Xo ; $16 a ton lower in 1910 as compared with 1904. 

Q. And it was higher in 1909 than it was in 1908 or 1907 
■or 1906 or 1905, was it not? 

A. SHghtly. 

Q. Xext, Eods, Bessemer; does that show a constant de- 
cline? 

A. Xo, sir. 

Q. Was it not higher in every one of those years than it 
was in 1904? 

A. Yes. 

Q. The next is Eods, Basic and Acid. Does that show a 
constant decline? 

A. Xo. 

Mb. Seveeaxce: You mean, up to 1910? 
Me. Dickixsox: Yes; in all my questions. 
Me. SEVEBA^*CE: This exhibit shows a distinct decline, of 
course. 
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By Mr. Dickinson : 

Q. Now, Mr. Farrell, was it not higher in every one of those 
years, that is to say, from 1905 to 1910 inclusive, than it was 
in 1904? 

A. Yes, sir. 

Q. Take the next item: Bods, Special. Does that show 
a constant decline? 

A. Not constant. 

Q. Was it not higher in 1907 than it was in 1904 or 1905 
or 1906? 

A. It varied. Those rods were for special purposes, 
specially analyzed, and you cann'ot tell anything ahout the 
average price of those rods. 

Q. I am only taking what you give us. 

A. This sheet was prepared to show the difference be 
tween export and domestic prices. 

Q. But it shows the facts, does it not? 

A. Oh, yes. 

Q. Take the next item: Wire, Bright Coarse: does that 
show a constant decline? 

A. No, sir. 

Q. Take the next : Wire, Annealed Coarse ; does that show 
a constant decline? 

A. It shows a decline, bnt not a constant decline. 

Q. It shows some increases, does it not? 

A. Oh, yes ; some increases. All these prices are variable, 
up and down. 

Q. Was it not $36.75 in 1904 and $41.49 in 1908? 

A. $36.23 in 1909. 

Q. No ; I am speaking of wire, annealed. 

Me. Severance: You are speaking of wire, annealed? 
Mr. Dickinson : Yes : Wire, annealed, coarse. 
The Witness : Yes ; $36.23 the next year. 

By Mr. Dickinson : 

Q. Take the next: Wire Copper & Liquor Finished 
Coarse; does that show a constant decline? 

A. Not a constant decline; some decline in some years. 

Q. Was it not higher in 1907? 

A. SUghtly. 
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Q. ABd in 1908? 

A. SUghtly. 

Q. It was higher in either of those years than it was either 
in 1904 or 1905? 

A. SHghtly. 

Q. Take the next item. That gives bnt four years, but I 
will ask yon to take the items right along: Wire Furniture 
Spring, for the years shown here, from 1907 to 1910, inclusive : 
Does that show a constant decline ? 

A. Not a constant decline. 

Q. Does it not show an increase in 1908 over 1907? 

A. Only in one year. One year shows an increase ; aU the 
others decrease. 

Q. Ton say all the 'others show decreases. Does it not 
show that in 1910 it was higher than in 1909? 

Me. Seveeastce: Of which one are you speaking now? 
Me. DicKXNSosr: Wire Ehimiture Spring. 
The Witness: In 1910? 

By Mb. Dicketso^t : 

Q. Yes; it was higher in 1910, than it was in 1909? 

A. 24 cents a ton, yes. 

Q. It was higher? 

A. Yes. 

Q. Then you were mistaken when you said it showed a 
decrease for aU the other years? 

A, I referred to 1907. 

Q. Take the next item : Wire Liquor Finished Fine. Does 
that show a constant decrease for the years n^ned? 

A. Not a constant decrease, but a very material decrease. 

Q. Does it not show a verv material increase of 1908 over 
1907? 

A. It does ; but a decrease of $26 a ton between 1904 and 
1910. 

Q. You would call that fluctuating, not constant, would 
you not? 

A. Oh, yes. 

Q. The next item: Standard & Miscellaneous Wire Nails; 
does that show a constant decrease? 

A. Xot a constant decrease. 

Q. The next: Staples Galvanized. How about that? 
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A. Not a constant decrease. 

Q. The next: Staples, Polished; how about that? 

A. It decreases in some years. 

Q. It is not a constant decrease, is if? 

A. No, sir. Over a period of years it is a decline of $3 or 
$4 a ton. 

Q. The next is: Wire G-alvanized Coarse. How about 
that? 

A. Not a constant decrease. 

Q. The next item is : Wire Extra Galvanized. How about 
that? 

A. It decreases in some years. 

Q. And increases in others, does it not? 

A. Yes. 

Q. In 1904 it was $61.77 and in 1907 it was $63.20, was it 
not? 

A. Yes ; and $59.51 in 1905. 

Q, Then it increased in 1906 over 1905, did it not? 

A. The wire is all made to specifications. The amount of 
spelter on the wire makes the price. 

Q. For every year after 1905 does it not show an in- 
crease over 1905? 

A. Yes, until you get down to 1912. 

Q. The next is Wire Tinned Coarse. Does that show a 
constant decline? 

A. A substantial decline, but not a constant decline. 

Q. Well, in 1906 it was $65.96, and in 1907 it was $76.69, 
was it not? 

A. Yes. 

Q. Take the next. Wire, Tinned Mattress & Broom. Does 
that show a constant decline? 

A. A decline of $6 a ton between 1904 and 1910, but n'ot 
a constant decline. It changes, different prices in different 
years. 

Q. It shows a higher price, does it not, in 1908 over 1907, 

1906 and 1905? 
A. Slight. 
Q. The next is Wire, Painted Barbed. Does that show a 

constant decline? 
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A. Not a constant decline, but a decline of $4 a ton be- 
tween 1904 and 1910. 

Q. And sbows an increase in 1908, over 1904, does it not! 

A. Yes. $3. 

Q. And an increase in 1908 'over 1904 and 1905, does it 
not? 

A. Yes. 

Q. The next is "Wire Gralvanized Barbed. Does tbat show 
a constant decline? 

A. Not a constant decline ; it shows $3 or $4 a ton less ia 
1910, as compared with 1904. 

. Q. The next is Wire Galvanized Twisted. Does that show 
a constant decline? 

A. Not a constant decline, but it was $6 a ton lower ia 
1910 as compared with 1904. 

Q. And wasn't it higher in 1908 than it was in 1904, 1905, 
1906 and 1907? 

A. S'omewhat. 

Q. Wasn't it higher in 1907 than it was in 1904, 1905, and 
1906? 

A. About 60 cents a ton. 

Q. The next is Field Fence American. Does that show a 
constant decline? 

A. Not a constant decline, but a decline of $3 a ton in 
1910, as compared with 1904. 

Q. And shows an increase in 1907 over 1904, 1905 and 
1906, doesn't it? 

A. About $2, yes. 

Q. And shows that in 1908 it was higher than in 1904, 1905 
and 1906, doesn't it? 

A. Somewhat. 

Q. Take the next. Field Fence EUwo'od. Does that show a 
constant decline? 

A. A decline of $5 a ton over the period from 1904 to 1910, 
but not a constant decline. 

Q. And it shows a higher price in 1907 than it was for 
1904, 1905 and 1906, does it? 

A. Yes. 

Q. The next is Concrete Reinforcement. We have not re- 
ferred to that, one way or the other. 
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A. Yes; that shows a constant decline. 

Q. That shows from 1907 to 1910 a constant decline^ 

A. Yes. 

Q. That, of all I have given you, is the only one that shows 
a constant decline? 

A. The average price is lower, but those prices are vari- 
able. 

Q. My question is, out 'of all I have asked you, is not that 
the first one that shows a constant decline? 

A. Using the word "constant," yes, in its literal defini- 
tion. 

Q. Take the next, Field Fence, All Other. Does that show 
a constant decline? 

A. Not a constant decline. 

Q. Does it show that some years were higher than preced- 
ing years ? 

A. Yes, and lower in some years, $4 a ton lower. 

Q. The next is Bale Ties. Does that show a constant de- 
cline? 

A. It shows a decline, but not a constant decline. 

Q. Doesn't it show that it was higher in 1910 than it was 
in 19061 

A. Yes. 

Q. And it was also higher in 1909 than it was in 1906? 

A. About a dollar a ton. 

Q. The next is shafting. Does that show a constant de- 
cline? 

A. That shows a great decline in s'ome years; not a con- 
stant decline. It shows a decline of $6 a ton in 1910 as com- 
pared with 1904. 

Q. Doesn't it show that it was higher in 1906 than it was 
in 1905? 

A. About a dollar a ton ; $7 a ton lower in 1909, as com- 
pared with 1904. 

Q. Doesn't it show that it was higher in 1907 than it was 
either in 1906 or 1906? 

A. Fractional. 

Q. Wire Rope, Iron, Steel & Copper. Does that show a 
constant decline? 

A. No; variable. 
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Q. The next is Cold EoUed Wire. Does that show a con- 
stant decline? 

A. A decline in some years, but not a constant decline; 
a decline of $13 a ton in 1910, as compared with 1904. 

Q. Doesn't it show that it was $83.52 in 1907, as compar- 
ed with $80.94 in 1906? 

A. Yes. 

Q. Take Insulated Wire, the next. Does that show a con- 
stant decline? 

A. No, sir. 

Q. The next is Copper Wire. Does that show a constant 
decline ? 

A. Variable. 

Q. The next is Copper Bail Bonds. Does that show a con- 
stant decline? 

A. No. 

Q. The next is Copper Billets and Eods. Does that show 
a constant decline? 

A. No. 

Q. The next is Horse Shoes. Does that show a constant 
decline? 

A. Not a constant decline ; a decline in some years. 

Q. An increase in some years, does it not? 

A. Slightly. 

Q. It was in 1904 $80.18, and in 1908 it was $84.16? 

A. Yes. 

Q. Toe Calks. Does it show a constant decline? 

A. Not a constant decline ; lower in some years, higher in 
others. 

Q. Is there any year after 1904 down to 1910, including 
1910, where it was not higher than it was in 1904? 

A. In 1905 it was $3 a ton lower. 

Q. Excepting 1905, all the other years it was higher than 
it was in 1904, was it not? 

A. A few cents in some years and larger in others. 

Q. And considerably higher than it was in 1905? 

A. Yes. 

Q. Take the next. Wire, Galvanized Fine ; does that show 
a constant decline? 

A. No, sir; lower in s'ome years and higher in others. 
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Q. Take the next, Wire Tinned Fine; does that show a 
constant decline? 

A. The same reply. 

Q. Wire, Painted Twisted. Does that show a constant 
decline? 

A. A decline of $5 a ton in 1910' as compared with 1904. 

Q. And a rise in 1906 over 1905? 

A. Oh, yes. 

Q. And a rise in 1907 over 1905 and 1906? 

A. Yes. 

Q. And a rise in 1908 over 1906, 1906 and 1907? 

A. Yes. And lower in 1906 and 1909. 

Q. The next is Wire Shape; does that show a constant 
decline? 

A. Not a constant decline, but $13 a ton less in 1910 as 
compared with 1904. 

Q. It also shows it was higher in 1906 than it was in 1905, 
does it not? 

A. Yes, sir. 

Q. And higher in 1907 than it was in either 1905 or 1906? 

A. Yes. 

Q. And higher in 1908 than it was either in 1905 or 1906? 

A. Yes, bnt $5 a ton lower than in 1904. 

Q. But you said yes to my question? 

A. Yes. 

Q. The next is Miscellane'ous Hooks and Staples; does 
that show a constant decline? 

A. Not a constant decline. 

Q. The price in 1904 was $89.02 and in 1910 was $115.72 
was it not? 

A. Yes, different characters of goods. 

Q. Well, you put them all here together, have you not, 
as staples? 

A. A difference between pins and needles. 

Q. But in the tables you have presented, I am taking it 
just as you have presented it? 

A. Yes. 

Q'. Was there any year during that period except 1907 
and 1906 in which the price was not higher than it was in 
1904? 
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A. Xo, sir. 

Q. The next is TVire Tacks; does that show a constant 
decline? 

A. Xot a constant decline. 

Q. Does it not show a constant increase of 1907, 1908, 
1909 and 1910 over 1906? 

A. Yes, bnt $20 a ton lower in 1912 as compared with 1904. 

Q. I remind yon again that that was after the filing of 
the petition. The next is Kailroad Spikes; does that show 
a ct>nstant decline? 

A. Xot a constant decline. 

Q. The next is Boat Spikes; does that show a constant 
decline! 

A. Xo, sir. 

Q. The next is Pole Steps ; does that show a constant de- 
cline? 

A. Fluctuating; a decline 'of $6 a ton. 

Q. Was it not higher in 1907 than it was in 1904 or 1905 
or 1906? 

A. Tes, bnt $10 a ton lower in 1910, as compared with 
1904. 

Q. Was it not higher in 1906 than it was in 1905? 

A. Tes. 

Q. And higher in 1909 than it was in 1905? 

A. Tes. 

Q. The next is Wire Hoops. Does that show a constant 
decline iu the years named? 

A. Xot a constant decline; lower in some years. 

Q. And higher in some? 

A. Higher in Some; $3 a ton lower in 1910, as compared 
with 1904. 

Q. And higher in 1910 than it was in 1909? 

A. Shghtly. 

Q. Or in 1908? 

A. SHghtly. 

Q. Or in i907? 

A. Tes. 

Q. The next is Poultry Xetting. Does that show a con- 
stant decline? 

A. Xot a constant decline. 
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Q. Does it not show increases in some subsequent years 
over preceding years? 

A. Increases in some, and decreases in others. 

Q. Was it not higher in 1908 than it was in 1904, 1905, 
1906 or 1907? 

A. Yes, sir; and lower in 1910. 

Q. Was it not higher in 1909 than it was in 1904 or 1905? 

A. Somewhat. 

Q. The next is Galvanized Cable or Strand. Does that 
show a constant decline? 

A. Not a constant decline, but a decline in some years. 

Q. Was it not higher in 1905 than it was in 1904? 

A. Yes, sir. 

Q. And higher in 1907 than it was in 1904, 1905 or 1906? 

A. Sornewhat higher than it was in 1906. 

Q. Weli; 1904, 1905 or 1906, was it not? 

A. Yes. 

Q. The next is Wire, Round Special. Does that show a 
constant decline? 

A. Not a constant decline, but a decline of $100 a ton in 
some years, $100 a ton lower in 1910 than in 1904. 

Q. Than in 1904? 

A. Or $200, I mean. 

Q. But how much higher a ton was it in 1905 over 1904? 

A. 1905? 

Q. Yes, over 1904. 

A. About $4 a ton; special material. 

Q. The next is Wire, Flat Specialty. Does that show 
a constant decline? 

A. Not a constant decline, but a decline of $8 or $10 a ton 
in some years. 

Q. The next is Wire, Bound Spring. You only show three 
years here, 1904, 1905 and 1906 ; does that show a constant 
decline ? 

A. No, but it was lower in 1905. 

Q. Springs, Furniture. Does that show a constant decline? 

A. Lower in some years and higher in others. 

Q. Springs, Jig. How about that? 

A. A decline in most of the years, but not a constant de- 
cline. 
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Q. Let us see about that. Was it not higher in 1907 and 
1908 than it was in 1904 or 1905 or 1906? 

A. Yes, it was lower in 1905, lower in 1906, lower in 1909 
and lower in 1910. 

Q. It does not seem to me that that is an answer to my 
question. Will you answer my question yes or no? 

Mb. Seveeance: He did answer it "yes." 

By Mr. Diokinson- : 

Q The next is Springs, Spiral. Does that show a con- 
stant decline? 

A. Not a constant decline, but a decline in several years ; 
but— 

Q. Does it show it was higher in 1908? 

Mr. Severance: Mr. Farrell was interrupted in his 
answer. 

The Witness : I said $19 a ton lower in 1910, as compared 
with 1904. 

By Mr. Dickinson: 

Q. But was it not higher in 1908 than it was for any of 
the preceding years except 1904? 

A. It was $3 ; yes, sir. 

Q. You mean to say that in 1908 it only showed about $3 
over 1906? 

A. I thought you said 1904. 

(The question and answer were repeated as above re- 
corded.) 

By Mr. Digkenson: 

Q. Is it not more than $3? 

Mr. Severance: He misunderstood your question. 
The Witness: I thought you said 1904. 

(The question was again repeated as above recorded.) 

The Witness : Yes. 

(Thereupon a recess was taken until 2 o'clock p. m.) 
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AFTEE RECESS. 

JAMES A. FAEBELL, 

the witness under examination at the taking of recess, re- 
sumed the stand. 

CROSS EXAMINATION (Continued). 

Mr. Seveeanoe: "Wliat page had you reached in this ex- 
hibit, Judge? 

Me. Dickinson: The last page of Defendants' Exhibit 
No. 42. 

Mb. Severance: That is the half page? ^ 

Mb. Dickinson: Yes. 

By Me. Dickinson: 

Q. Mr. Parrell, the next in order is Springs, Hot Wound. 
Please state whether or not, from the year 1904 to the year 
1910, domestic, there was a decline. 

A. Not a constant decline, but reductions in several 
years. 

Q. And increases in some of the years over preceding 
years ? 

A. Yes ; a reduction of $4.69 a ton in 1905, as compared 
with 1904; a reduction of about $5 a ton in 1906; about $4 
a ton in 1907; higher in 1908; lower in 1909 and 1910. 

Q. Was not 1906 higher than any of the preceding years? 

A. Yes, sir. 

Q. Take the next item. Springs, Flat Wire. How is it as 
to that? 

A. Not a steady decline ; but reductions in some years. 

Q. And increases in some of the years? 

A. Yes. 

Q. Take the next item. Rubber Insulated Cable. 

A. That is a specialty, widely fluctuating; not a steady 
decline. 

Q. And some increases in some of the years over others? 

A. Some increases, yes. 

Q. Take the next item, Paper Insulated Cable. 
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A. Decreases in all years excepting 1907. 

Q. Decreases? 

A. Yes, decreases in all years excepting 1907. 

Q. But 1907 was higher than each of the preceding years, 
was it not? 

A. Yes, sir. 

Q. The next item, now. Grates? 

A. It showed a very material decline; pretty nearly $30 
a ton, between 1904 and 1910. 

Q. Did it show a constant decline from 1904 to 1910 in- 
clusive? 

A. No, sir; fluctuating. 

Q. The next item, Basic Iron? 

A. Not a steady decliae. 

Q. Bessemer Iron? 

A. Not a steady decline; fluctuating. 

Q. Scrap and Ingots? 

A. Not a steady decline. 

Q. Ferro and Spiegel? 

A. Not a steady decline ; fluctuating in some years. 

Q. Built-up Track Work? 

A. Fluctuating; not a steady decUne. 

Q. Castings, Iron and Steel? 

A. No. 

Q. EoUs? 

A. No, sir. 

Q. Forgings? 

A. Not a steady decline. They are specialties, and the 
price fluctuates widely. 

Q. Was it not higher in 1909 than for any of the pre- 
ceding years? 

A. Yes, sir; and lower in 1905 than ir. any other year. 

Q. The next article is Cement ; but I am only asking about 
iron and steel pr'oducts. 

Mr. Severance : What is the matter with asking him about 
cement? 

Mr. Dickinson: I wUl. 

By Mr. Dickinson: 

Q. "\\niat does that show? A steady decline? 
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A. It shows a constant decline except in one year; a de- 
cline from $1.43 a barrel in 1907, when we went into the 
manufacture of it, to 78 cents a barrel in 1911. 

Q. And it was higher in 1910 than it was in 1909? 

A. Five cents a barrel, yes. 

Q. The next is : Wire Special Bright Annealed & Liquor 
Finished. 

A. That is a specialty. The product varies in accord- 
ance with quality and character of the product. 

Q. Does it show a constant decline I 

A. N'o, sir; fluctuating. 

Q. The next article is Wire, Weaving. 

A. Not a constant decline; fluctuating. 

Q. But does it not show a decline all the years shown here 
next to the first year named? The first year is 1907. It is 
lower for each of the subsequent years down to 1910, is it 
not! 

A. Weaving wire? 

Q. Yes. 

A. Yes, sir. 

Q. Wheel Plates. You only have one year for those. 
I have asked you now, Mr. Farrell, about every item on 
Defendants ' Exhibit No. 42, covering the years from 1904 to 
1910. With the exception of two, none of those articles for 
the years named, show a constant decline, do they? 

A. Not a constant decline ; but of course a lower price in 
later years. 

Q. What do you mean by "later years?" 

A. The changes were gradual, up and down, and showed 
a fluctuating market. 

Q. But I am asking now, of all the articles appearing on 
this list. Defendants' Exhibit No. 42, do any of them except 
two show a constant decline from 1904 to 1910 inclusive? 

A. No sir. 

Q. Now, Mr. Farrell, what other things in wire and steel 
products did the subsidiaries of the Steel Corporation make, 
from 1904 to 1910, other than those set out in this list? 

A. Large numbers of them. 

Q. What does this list show, then? 

A. It shows the principal commodities. 
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Q. It shows the principal commodities? 

A, Yes. 

Q. Then, of the principal commodities made by the sub- 
sidiaries of the United States Steel Corporation from 1904 to 
1910, inclusive, which principal commodities are shown on 
this list, there are only two that show a constant decline? 

A. Yes. 

Q. What were the average monthly prices of heavy stan- 
dard Bessemer steel rails at mills in Pittsburgh in the month 
of October, 1895? 

A. In the month of October? 

Q. Yes, 1895. 

A. 1895, did you say? 

Q. Yes. 

Me. Sbveeance: Didn't we put in an exhibit showing that? 

Me. Dickinson : I am just asking him now for his opinion. 

Me. Seveeance: You can not expect him to carry all that 
sort of thing in his mind, from 1895. 

Me. Dickinson : I do not know whether he can or not ; I 
am asking it. 

The Witness : I have no recollection of the average price 
of standard rails in 1895. 

By Me. Dickinson : 

Q. Have you a recollection as to November, 1895? 

A. No, sir. 

Q. As to December, 1895? 

A. No, sir. 

Q. Do you know the price of the same commodity in May, 
1900? 

A. I don't recall the price in May, 1900. 

Q. Or June, 1900? 

A. No, sir. 

Q. Or April, 1900? 

A. No, sir. 

Q. Suppose I ask you the same questions as to 1901, what 
would your answer be ? 

A. 1901, 1 do not recall the price in that year. 
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Q. Have you any recollection, approximately or otherwise, 
of the price of that character of rails in April, 1900? 

A. Approximately? 

Q. Yes, approximately. 

A. I think $27 or $28 a ton. 

Q. How about May, 1901? 

A. May, 1901 ; I should say about the same. 

Q. And about March, 1900? 

A. March, 1900; I do not recall the price in that particular 
month. 

Qi. Or 1901? 

A. I can not state it definitely. 

Q. I am asking you if you have a recollection. 

A. I should say approximately $27 or $28 a ton. 

Q. $27 or $28 for March, 1901? 

A. Yes, I should say so. 

Q. Is that a recollection you are giving of figures? Are 
you recalling knowledge as of that time, that you have in your 
mind, when you answer that question? 

A. My recollection is that the price of rails was about at 
those figures. 

Q. Do you recall and do you carry in your mind a recol- 
lection, whether right or wrong, of that particular figure for 
that particular time ? 

A. No. You asked me to state approximately. 

Q. That was the first question, and now this is another 
■question. 

(Here the preceding question was repeated by the steno- 
grapher.) 

Q. (Continuing) I do not ask you approximately, but t ask 
you if you have in your mind a recollection which you carry 
in your mind as of particular figures for those particular 
dates. 

A. Not an accurate recollection. I would not attempt to be 
accurate. 

Q. What is your knowledge as to whether or not Bessemer 
steel rails were lower after the formation of the Corporation 
in 1901 than they were in 1900 ? 

A. My recollection is that there has not been very much 
change in the price. 
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Q. Between 1900 and 1901? 

A. Yes, sir. 

Q. Please state what the average montlily price of steel 
beams at Pittsburgh in the month of October, 1895, was per 
hundred pounds. 

A. I have no recollection. 

Q. How about November of that year? 

A. The same answer. 

Q. December of that year? 

A. No recollection. 

Q. In 1900 for the same months, have you any recollec- 
tion? 

A. Not an accurate one, no ; it would be just a hazard. 

Q. It would be a hazard? 

A. Yes. 

Q. Eather in the nature of a guess. Well, you say you 
have no recollection, you do not carry distinctly in your 
mind any figures that you can now recall? 

A. Not that I would care to quote as representative. 

Q. Whether you care to quote them or not, do you carry 
any distinct figures in your mind that you recollect as of 
that date, or any of those dates, for steel beams? 

A. Just an impression. 

Q. Suppose you give me your impression. 

Mr. Severance: I object to that; the witness has already 
stated that he cannot testify to the amount, and that it would 
be a mere hazard ; and his impression would not be evidence 
even if he stated it under oath. 

Q. Do you accept that? 

A. Yes. 

Q. Do you know whether it was higher in October, Novem- 
ber and December of 1900 than it was in April, . 1901, or 
lower? 

A. I don't recall. 

Q. You know that the Corporation was formed in April, 
1901, do you not? 

A. Yes. 

Q. I will ask you the same question as to tank plates, 
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or the same series of questions without repeating them all, 
as to tank plates for the months of October, November and 
December, 1895, and for the same months in 1900 and for 
the month of May, 1901. State whether yonr answers would 
be the same. 

A. The same. 

Q. I ask you the same questions in regard to the same 
months with respect to the average monthly prices of steel 
bars at Pittsburgh, and for exactly the corresponding date. 

A. The same answer. 

Q. I will ask you this question, which my associate wishes 
to ask you, whether in the month of April, 1901, steel bars 
were higher or lower than they were during the months of 
October, November and December, 1900? . 

A. I have no recollection. 

Q. Now, without repeating, I will ask all of these ques- 
tions with respect to black sheets at Pittsburgh for the 
same months in the same years. Would you make the same 
answer! 

A. My impression is that the price was lower after the 
Corporation was formed, but I am not clear. 

Q. Ton do not recall it; it is just an impression? 

A. Yes ; an impression. I know they are $30 a ton lower 
now than they were before the Corporation was formed, black 
sheets. 

Q. With regard to these prices that I have been asking 
you about, are the prices given in the Iron Age of those 
periods substantially accepted as correct? 

A. I should say so; they would be considered so. 

Q. And you would accept them as such? 

A. Yes. 

Q. I ask you all of the same questions, without repeti- 
tion, with respect to the average monthly prices of plain 
wire at Pittsburgh for the same years and months, and the 
same contrasting question. 

Me. Seveeance: You mean certain months in 1895? 

By Me. Dickiitson : 

Q. October, November and December, in 1895; the same 
months in 1900, and the month of May in 1901. 



4452 JAMES A. FAE.RELL. 

A. I have no recollection. 

Q. I will ask you tlie same questions in respect to the 
same dates in respect of wire nails. 

A. I have no distinct recollection of the prices in those 
particular periods. 

Q. And you could not give us — ^you do not carry in your 
mind the figures? 

A. It would be simply a guess or estimate, and I do not 
want to make those. 

Q. I will ask you the same in regard to tin plate. 

A. I have no distinct recollection; my impression is that 
the price was lower, but I am not certain. 

Q. Your answer, then, is the same to all the same ques- 
tion? 

A. Yes. 

Q. Have you any distinct recollection or knowledge as to 
whether the prices in the latter part of 1900 in iron and 
steel products were higher than they were in 1901, after the 
formation of the Corporation? 

A. My impression is that the prices were higher prior 
to the formation of the Corporation; but I can not state 
accurately, I have no 

Q. That is to say, that in October, November and Decem- 
ber, 1900, they were higher than they were after the forma- 
tion of the Corporation? 

A. That is my impression. 

Q. Yes, I understand. 

A. But I would not make an accurate statement as to that. 

Q. Mr. Farrell, were the prices of iron and steel products 
higher or lower in the first four months of 1900 than they 
were in the last four months of 1900? 

A. The prices fluctuated. I am not certain as to whether 
they were higher or lower. 

Q. Contrasting those two periods, you can not say whether 
they were higher or lower? 

A. I have no definite recollection. 

Q. What position were you holding in 1893, Mr. Farrell? 

A. General manager of the Pittsburgh Wire Company. 

Q. How long did you continue to hold that position? 
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A. Until the formation of the American Steel & Wire Com- 
pany of New Jersey. 

Q. What were your duties as general manager of the Pitts- 
burgh Wire Company? 

A. To buy the material that went into' the mill and sell the 
product which was manufactured there ; and in fact, my duties 
were of a general character ; I had entire charge of the opera- 
tion. 

Q. What material did you buy, speaking broadly? 

A. Billets, largely. 

Q. Anything else?, 

A. The various commodities that went into a wire mill, 
acids, muriatic, sulphuric, spelter — 

Q. But I mean steel or iron. 

A. Billets. 

Q. Steel billets? 

A. That was the basic thing. 

Q. The main thing. Now during that period, did you have 
any special or particular information with regard to any 
other iron and steel products except billets and the things that 
you were manufacturing out of billets ? 

A. We manufactured a class of material which entered in^ 
to competition with iron, and as the result of that I was mak- 
ing a study of the iron and steel business all the time. I think 
I had a general knowledge of the business. 

Q. You read the papers of the times ? 

A. Pardon me? 

Q. You read the Iron Age and the Iron Trade Eeview? 
did you not, at that time ? 

A. Yes. 

Q. That was part of a man 's outfit, was it not, in the kind 
of business you were in? 

A. Yes. 

Q. To have a general knowledge of the current history of 
events ? 

A. Yes, sir. 

Q. Did you know at that time about the existence of pools? 
I do not mean that you were in pools, but as a part of the 
public and current history of the country? 

A. It was knowledge among some of the manufacturers 
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and selling people, and I think reference was made at one 
time to the existence of such associations in the trade papers. 

Q. Just at one time? 

A. I do not recall definitely whether it was once or twice 
or more. 

Q. But you were a constant reader of those papers, were 
you? 

A. Yes, sir ; I should say — well, not constant ; I was an oc- 
casional reader. 

Q. You are a little careful about constant, now, are you 
not? 

A. Changeable. 

Q. Of iron and steel, however, you were 'only a purchaser 
of billets? 

A. A purchaser of billets and seller of the finished ma- 
terial. 

Q. Finished material? 

A. Yes. 

Q. But I mean in the cruder forms, such as you said came 
from concerns like Carnegie and Jones & Laughlin, you were 
only a purchaser of billets ? 

A. A purchaser of billets of a great many special analyses 
and qualities. 

Q. You had nothing to do with pools at that time? 

A. No, sir. 

Q. Not a party to any of them? 

A. No, sir. 

Q. Did not know the inside workings of them? 

A. No. 

Q. Nor how they controlled prices? 

A. No, sir. 

Q. Do you know that at times there were wars, when pools 
broke up, trade wars? 

A. Yes ; I remember there was a cycle in the business when 
there were a great many failures and men out of employment 
and all that sort of thing. 

Q. Do you remember trade wars where competitors were 
fiercely contending with each other for business in their re- 
spective territories at any period during that time prior to 
1901? 
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A. They were occasionally. 

Q. Which ones do you recall! What times were they? 

A. I do not recall anything specific; at times there were 
changes in the market and what the newspapers would term 
trade wars and all that sort of thing. 

Q. Do you remember any breaking of rail pools during 
that period? 

A. No. 

Q. If anything of that sort occurred and as an incident 
of it sharp and fierce competition, you do not know anything 
about it? 

A. I am not sufficiently informed as to that. 

Q. And if you read about it at the time you do not recall it? 

A. I have a recollection or an impression that I gained 
from reading trade papers over a period of time that there 
were certain things of that kind. 

Q. What years would you say they were in? 

A. I could not recall specifically. 

Q. You could not even give the years? 

A. No. 

Q. As an outcome of those wars, can you name any con- 
cerns who were competitors that engaged in those wars and 
that went to destruction? 

A. Not as a result of those wars, no. 

Q. How about nails ? Did your concern make nails ? 

A. In a limited way, mostly specialties, wire, shoe nails 
and nails for foreign markets. 

Q. Was that concern in any of those pools during those 
times ? 

A. Not to my knowledge. 

Q. If they were, you do not know anything about it? 

A. No sir. I am pretty sure they were not, as far as I 
know. 

Q. Tou remember there was a nail pool in 1896? 

A. There was a good deal of talk about it. 

Q. Did it raise prices ? 

A. I don't know. I did not follow it very much. 

Q. You do not know what the prices were, then, at that 
time? 
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A. I know th-e prices fluctuated more or less. I have no 
distinct recollection as to wliat they were or the operations of 
the concern you refer to. 

Q. But during the time that you mentioned were prices 
higher or lower than they had been before that pool was 
formed? 

A. I could not say definitely. They fluctuated. 

Q. How long did it last? 

A. I don't know. 

Q. What would you call a small producer of nails such as 
you have said that your company was at that time? 

A. I had reference to being a small producer of standard 
nails. 

Q. What did you produce of standard nails ? 

A. We produced some of the penny nails — -from 3 penny 
to 60 penny, but the bulk of our production was in specialties. 

Q. Speaking of small production of standard nails, what 
did you have in mind as a small production? 

A. Well, perhaps five or six hundred kegs a day. 

Q. In 1898 and 1899 state the different kinds of nails that 
the Pittsburgh Wire Works made, and the whole output, and 
then the percentage of different kinds. 

A. The percentage? 

Q. The percentage, yes. 

A. The bulk of our nails were made for markets such as 
China and Japan, and some for South America, to the French 
wire gauge ; nails to Australia were all made of oval wire, with 
different kinds of heads, known in the trade as rose heads 
and crown heads, bung heads — ^in fact, nearly every colony 
took a different kind of head. We manufactured considerable 
quantities of wire shoe nails and paid very little attention to 
the standard wire nail business, the so-called standard wire 
nails. 

Q. What was your entire capacity at that time, in kegs, 
monthly— in 1899? 

A. Monthly? 

Q. Yes. 

Mb. Seveeance: You mean of all kinds — specialties and 
all? 
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Mr. Dickinson : Yes. I am asking now for all kinds. 
The Witness: About 25,000 or 26,000 kegs a month. 

By Mb. Dickinson : 

Q. What date do you understand me to refer to? 

A. You said 1897 and 1898, I think? 

Q. No, 1899. Now, please answer the same question as to 
1899. 

A. 1899, we went into the American Steel & Wire Com- 
pany. 

Q. What was your capacity then, monthly, of all kinds of 
nails, in kegs ? 

A. It did not change very much ; 27,000 or 28,000 kegs a 
month. 

Q. What year was the American Steel & Wire Company 
formed? 

A. 1899. 

Q. What was your capacity at Braddock monthly in gross 
tons, of the wire rod mill? 

A. About 7,000' tons a month. 

Q. And the wire mill? 

A. About 150 tons a day. 

Q. How much would that be monthly? 

A. Monthly, about 4,500 tons. 

Q. And of the nail mill, in kegs? 

A. Per month? 

Q. Yes. 

A. About 1,200 or 1,300 tons ; 26,000 'or 27,000 kegs. 

Q. Mr. Farrell, May 1, 1901, what were the freight rates 
on iron ore from Lake Erie ports to the Pittsburgh district? 

A. I do not recall. 

Q. May 1, 1903, I will ask you the same question. 

Me. Seveeance: We have an exhibit that shows that, I 
think. 

Mr. Dickinson : I know you have. I have it in my hand 
here. 

The Witness : I do not recall, offliand. 

By Mr. Dickinson: 

Q. April 6, 1907, what was it? 
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A. Ab'out 96 or 98 cents a ton. 
Q. Grross tons? 
A. Yes, sir. 

Mr. Sevebance: Wlien is that; what date? 
Mr. Dickinson : April 6, 1907. 

By Me. Dickinson: 

Q. Ton understand that, Mr. Farrell? 

A. Yes ; I am not stating accurately. I can not recall. 

Q. 96 or 98 cents a ton? I see the exhibit you put in 
says $1.14. 

A. That may have included the dock handling charge; 
I am not certain. 

Q. Yes. (Eeading:) "Average dock allowance to con- 
signees in Pittsburgh, the Mahoning and Shenango Valleys 
up to August 1, 1909, ten cents per ton." Would that add 
ten cents per ton to the 96 or 98 cents? 

A. I presume so. 

Q. What did you mean in giving 96 or 98, to exclude the 
dock allowances? 

A. To exclude them. 

Q. Now, then, on Aug-ust 2, 1909, what were the freight 
rates on iron ore from Lake Erie p'orts to the Pittsburgh dis- 
trict? 

A. I think 96 cents. 

Q. On May 1, 1900, what were the freight rates on iron 
ore from Lake Erie ports to Mahoning and Shenango Val- 
leys? 

A. 1900? 

Q. Yes, May 1, 1900. 

A. About 30 cents a ton less than to Pittsburgh. 

Q. Just give what it would be. 

Mr. Severance: I suppose Mr. Farrell can refresh his 
recollection from this exhibit? 

Me. Dickinson : No, he can not. 

Mr. Severance : I don 't Imow whether he can or not. 

Me. Dickinson : I will see that he does not, or I will not 
pursue the examination. 

Mr. Severance : This is an exhibit, prepared for the pur- 
pose of an exhibit. 
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Me. Dickinson : It is in the record, but not before him. 

By Mr. Dickinson: 

Q. I ask yon wbat was the freigbt rate on iron ore from 
Lake Erie ports, May 1, 1900, to Mahoning and Shenango 
Valleys, including the average dock allowances'? Give it in 
figures. 

A. I do not recall the actual rate. It was lower than 
the rate to Pittsburgh. 

Q. But you do not recall what that was? 

A. I think it was about 30 cents, but I do not recall. 

Q. You mean 30 cents lower! 

A. Yes. 

Q. But you have not given the Pittsburgh rate, have you? 

A. No. 

Q. And you can not give that rate in figures ? 

A. I would not be able to satisfy myself of its accuracy. 

Q. Of course, that is what I want you to do. Now, May 
1, 1903, what were the freight rates on iron ore from Lake 
Erie Ports to Mahoning and Shenango Valleys? 

A. I have no definite recollection. 

Q. April 6, 1907 what was it? 

A. I don't recall. 

Q. August 2, 1909? 

A. From what point? 

Q. From Lake Erie ports to Mahoning and Shenango Val- 
leys. 

A. 66 cents, I think. 

Q. September 1, 1903, what was it? 

A. I should say the same, 66 cents. 

Q. Does that include or exclude dock allowances ? 

A. Exclude. 

Q. If it included it, it would be 76 cents in each case, 
would it? 

A. I am not certain as to that. 

Q. Now, what were the freight rates on iron ore from 
Lake Erie ports to the V^heeling district. May 1, 1900, in- 
cluding dock allowances ? 

A. I could not state accurately, but I think six cents below 
the Youngstown rate. 



4460 JAMES A. FARKELL. 

Q. You can not give it in figures? 

A. No. 

Q. I will ask you the same question as to May 1, 1903. 

A. I don't recall. 

Q. April 6, 19071 

A. I am not certain. 

Q. August 2, 1909! 

A. I think 60 cents to Wheeling. 

Q. Does that include or exclude? 

A. I think it excludes the dock allowances. 

Q. And if it included them, what would it be? 

A. I am not certain. 

Q. September 1, 1909? 

A. To the Wheeling district? 

Q. Yes, to the Wheeling district. 

A. 60 cents. 

Q. Does that exclude or include dock allowances? 

A. Exclude. 

Q. What were the freight rates on bituminous coal from 
the Pittsburgh district to Chicago in 1901? 

A. I have no recollection. 

Q. To Detroit, at the same time? 

A. I have no recollection, except that it would be less. 

Q. Toledo? 

A. I don't recall. 

Q. Youngstown? 

A. I don't recall. 

Q. Newcastle? 

A. I don't recall. 

Q. Sharon? 

A. I don't recall. 

Q. Niles? 

A. I don't recall. 

Q. Struthers? 

A. The rates would be the same in those districts, I pre- 
sume, but I don't recall the exact rate. 

Q. Can you give the rates between the same points for 
the year 1903? 

A. No, sir. 

Q. You do not recall them any more than you do those? 
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A. Only in a general way, but I would not make a state- 
ment because it might not be strictly accurate. 

Q. You do not carry in your mind any figures 1 

A. In a general way, but I will not state the figures be- 
cause they might not be accurate. 

Q. Have you now in your mind any figures that you recol- 
lect as to these periods? If you have, I would like you to 
give them. 

A. I prefer not to unless I am absolutely certain 

Q. Then you haven't any figures that you Would be will- 
ing to give 1 

A. Not as representing my idea of the accuracy neces- 
sary 

Q. In your mind now you carry no such figures 1 

A. No. 

Q. Now, without being unnecessarily prolix, I will ask you 
the same questions in respect to freight rates on coke from 
the Connellsville region to the Pittsburgh District mills, 
Pittsburgh, Sharpsburg, Mahoning and Shenango Valley, 
Cleveland, Lorain, Columbus, Zanesville and Bellaire for the 
years 1900, 1901 and 1903 and 1907. Would your answer be 
the same or different from the one you have just given in 
regard to coal? 

A. The same. A great many of those places you mentioned 
are grouped and the rates would be the same. 

Q. You cannot give the figures? 

A. No. 

Q. You do not now carry them in your mind? 

A. No. I have not attempted to. 

Q. Now I will ask you as to the changes in freight rates 
in pig iron from the Pittsburgh District to various eastern 
points. Now, what was it in 1901 to Baltimore? 

A. From Pittsburgh? 

Q. Yes. 

A. I will not say ; or, rather, I cannot say definitely. 

Q. In 1903 what was it? 

A. The same reply, I could not say accurately. 

Q. 1907? 

A. The same. 

Qt Without repeating the Question, if 3i addi*essed to 
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you all those questions in respect to Buffalo, New York, Nor- 
folk and PMladelphia for those several years would the reply 
be the same? 

A. I have in mind about what the freight rates were, 
but not being definitely certain of the actual rate I would 
prefer to make the same answer. 

Q. If I asked you the same questions, from Pittsburgh 
to various western points for the years 1901, 1903 and 1907, 
the points being Chicago, Cincinnati, Cleveland, Columbus, 
Detroit^ Louisville, Milwaukee, Mississippi Eiver, Toledo, 
Wheeling and Youngstown, what would your answer be? 

A. I have no recollection. 

Q. Now, as to the billets and articles taking billet rates, 
I want to ask you in regard to changes in the freight rates 
from Pittsburgh District for the years 1901, 1903 and 1907, 
to the following points : Baltimore, Buffalo, New York, Nor- 
folk and Philadelphia. What would your answer be? 

A. As between what years ? 

Q. Well, 1901, 1903 and 1907? 

A. I do not recall the exact freight rates, but my recol- 
lection is that there was an advance of about ten per cent 
in those rates in that period. 

Q. Can you give the rates? 

A. Not accurately. 

Q. Can you give any figures as to those points at those 
times, respectively? 

A. Between what points? 

Q. Well, from the Pittsburgh district, say, to Baltimore, 
February 1, 1901? 

A. I should say it would be about $2.20 a ton. 

Q. Between the same points, January 1, 1903? 

A. About the same. 

Q. Between the same points, June 1, 1907? 

A. About $2.35, I should judge. 

Q. Now, those figures that you are giving are as you 
recollect them? 

A. My recollection. 

Q. Now, from the Pittsburgh district to Buffalo, for the 
same dates, can you give them? 
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A. About $2.45 and $2.€5. 

Q. That is, $2.45 for the year 1901? 

A. Yes, sir ; and about $2.60 or $2.65 for the 

Q. For the year 1903? 
A. Yes. 

Me. Seveeancb: What rate are you asking about now? 

By Mb. Dickinson : 

Q. I am asking for the rates on billets and articles tak- 
ing billet rates from the Pittsburgh district to Buffalo, New- 
York, February 1, 1901, January 1, 1903, June 1, 1907. Now, 
you have answered all except as to June 1, 1907. Have you 
a recollection of that? 

A. No, sir. 

Q. Have you a recollection for the same dates from the 
Pittsburgh district to New York? 

A. About the same as from Pittsburgh to Buffalo. 

Q. That would be $2.45 for 1901 and $2.65 for 1903, would 
it, but you did not give any for 1907. 

A. I do not recall that. 

Q. Now, from the Pittsburgh district to Norfolk; can you 
give those? 

A. No, sir. 

Q. To Philadelphia? 

A. I do not recall. 

Q. From the Pittsburgh district to variourf western points 
for the same dates, the points being Chicago, Cincinnati, De- 
troit, Milwaukee and Mississippi River; can you give the 

figures ? 

A. Only approximately, and then I would not be absolutely 

certain about them. 

Q. Now, I can go into this more in detail, but I will ask 
a general question in regard to finished iron and steel arti- 
cles, the freight rates from Pittsburgh to various eastern 
points, to Baltimore, Boston, New York, Norfolk and Phila- 
delphia, for February 1, 1901, January 1, 1903, and June 1, 
1907. Can you give those from memory? 

A. No. 

Q. You would not undertake to do it? 
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A. No. 

Q. From the Pittsburgh district to various western points 
for the same dates, the western points being Chicago, Cin- 
cinnati, Cleveland, Detroit, Milwaukee and Mississippi Eiver ; 
would you undertake to give them? 

A. Not from memory. 

Q. Mr. Farrell, this exhibit was put in in connection with 
your testimony. You did not prepare it, did you? 

A. It was prepared under my direction. 

Q. I understand, but you did not go through the data and 
make it up yourself? 

A. No. 

Q. You did not? It was prepared and handed to you? 

Mr. Severance: What did you say, whether you did or 
did not? 

The Witness : I said it was prepared under my direction, 
but I did not prepare the statement myself. 

By Mr. Dickinson: 

Q. And did not go to the original sources from which it 
was made? 

A. No. 

Q. And did not compare it after it was made? 

A. I compared it in a general way; that is, I asked the 
man who prepared it certain questions. 

Q. But you did not check these figures up? 

A. I did not check the mass of details up and prepare the 
statement. 

Q. You just accepted what was presented to you? 

A. Yes, sir. 

Q. And you cannot of your own knowledge give those 
figures ? 

A. No. 

Q. And do not undertake to? 

A. That will be done probably by the man who prepared it. 

Q. Yes. We will get to that when we get to him. But 
I am now asking you. 

A. Yes. 

Q. Then so far as you know, your knowledge is very gen- 
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eral and you do not state under oatli that these figures in 
here you know of your own knowledge to be correct? 
A. No ; not of my own knowledge. 

Mb. Dickinson : Then we except to this entire exhibit as 
being hearsay and secondary evidence, incompetent and ir- 
relevant, and move to strike it out. 

Mr. Sevebanoe : We will put the man on who took it off the 
"tariffs, or put in the tariffs, jif you want them. The exhibit 
is correct. 

By Mr. Dickinson: 

Q. Mr. F'arrell, there was introduced in evidence Exhibit 
36, entitled ' ' Statement of Total Eixport Shipments from 1904 
to 1912, inclusive." How was this paper prepared? 

A. Prepared in the office of the Comptroller. 

Q. And furnished to you? 

A. Furnished to me, yes sir. 

Q. Did you prepare it? 

A. No. I was very familiar with it, familiar with the de- 
tails of it from year to year. 

Q. What details? 

A. The details of the business and the values that made 
up these statements. 

Q. But you did not make up this paper yourself? 

A. May I see the paper? 

Mr. Severance: Here is a copy of it. 

Mb. Dickinson : I will show it to him later. 

Mb. Severance: May I show it to him? 

Mb. Dickinson : No ; I object to his seeing it now. 

Mb. Severance,: What is the question. 

(The question was read as above recorded.) 
A. I could not tell without looking at it. 

By Mb. Dickinson : 

Q. You know what the paper is, do you not? That is to 

say, what it is entitled? 

A. Yes ; I heard you read the caption of the paper and 
refer to the exhibit number. 

Q. Did you make up yourself from the original data or 
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sources any of these papers which you put in evidence 1 If so, 
which ones were they, and just state in detail what the sources 
were that you examined? 

Mk. Sevekakce : May I suggest. Judge Dickinson, that Mr. 
Farrell's question about the paper is quite reasonable, be- 
cause you do not state, and the title does not state whether 
it is the entire export shipments of the United States or 
whether it is the shipments of the Steel Products Company. 
Don't you see it is indefinite in that way. He does not know 
what you are talking about. 

By Mk.. Dickinson: 

Q. Well, did you make up a statement showing the entire 
exports of the United States? 

A. Of the United States? 

Q. Yes. 

A. I assisted in making that up, but I did not complete it 
myself. 

Q. Did you make one showing the total export shipments 
of the United States Steel Corporation? 

A. Not entirely. I did not complete it myself. I assisted 
in the preparation of it, and it was prepared under my direc- 
tion. 

Q. What part of it did you do? What part of the work? 

A. I went over some of the figures, saw the figures in the 
final compilation that was made. I did not go into the de- 
tails of it. 

Q. What figures did you go over? 

A. The figures from month to month. 

Q. To what statement do you refer now? 

A. To the statement showing exports of the United States 
Steel Products Company. 

Q. Between what years? 

A. 1904 and 1912, I think. 

Q. Was that exhibit No. 38? 

Mb. Severance : How can he tell whether it is exhibit No. 
38 or not? I will show it to him, and then he can tell. 

Mr. Dickinson : I object. 

Mb. Severance : You may look at the exhibit, Mr. Farrell. 
This is absurd. 
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The Witness : I do not know whether it is Exhibit No. 38 
or not. 

Mr. Dickinson : I object, when I have the witness nnder 
cross examination, and am testing his memory and knowl- 
edge in regard to a paper that he has testified about as being 
correct, to having his counsel insist upon showing that paper 
for examination. 

Mr. Severance: You asked him if a certain paper is Ex- 
hibit No. 38. How can he tell, without looking at it? How 
can anybody tell without lo'oking at it? 

Mr. Dickinson : I will tell him. 

Mb. Severance : He may not believe what you say. 

Mr. Dickinson : I will tell him that the paper I am asking 
about is Exhibit No. 38, and is entitled "Statement of total 
export shipments, 1904 to 1912, inclusive." 

By Mr. Dickinson : 

Q. Does that show the total exports of all of the pro- 
ducers in the United States, 'or only of the Steel Corpora- 
tion? 

A. Will you read the caption? 

Q. "Statement of total export shipments, 1904 to 1912, 
inclusive. ' ' 

A. Of what? Of the United States, or of the United 
States Steel Products Company? 

Q. It does not say. 

Mr. Severance: Look at the exhibit, Mr. Farrell. You 
can tell which it is. 

Mr. Dickinson : If he looks at the exhibit I shall decline 
to question him further upon it. 

Mr. Severance: That is all right. You may decline. 

Mr. Dickinson: (Continuing) As an improper interfer- 
ence with my cross examination. 

The Witness: Will you read the first figure? 

By Mr. Dickinson: 

Q. Yes: "Year, 1904; net tons; 1,123,322.6; value $31,- 

388,138.86." 

A. United States Steel Products Company? 

Q. And that is of the United States Steel Corporation. 
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Now, then, coming back to this table, which is Exhibit No. 
38, just tell me, Mr. Farrell, what part you had in the pre- 
paration of it, what were the sources of information, and 
where those sources of information are now. 

A. The sources of information, of course, are the statis- 
tical departments of our companies. A statement of that 
kind could not be prepared by any one man. It Would neces- 
sarily be the compilation of a number of people in different 
companies and in different departments, and would finally 
be completed in our comptroller's department. 

Q. Much of this work, then, was done by others than 
yourself? 

A. Oh, yes. 

Q. And you accepted that work as being correct? 

A. Pretty well, because of my familiarity with it. 

Q. I say, you accepted it as being correct? 

A. Yes. 

Q. Naturally you would? 

A. Yes; subject to errors, of course. 

Q. Subject to errors ; and this was based upon documents 
that you did not yourself at that time examine? 

A. No. 

Q. You were asked, in regard to this paper, the follow- 
ing questions : 

"Q. I show you this paper and ask you if those are the 
figures to which you refer. 

"A. Yes. 

"Q. And is that a correct statement of the tonnage and 
value of the direct exports of the United States Steel Pro- 
ducts Company? 

"A. It is a correct statement of the tonnage and value." 

A. Invoice value. 

Q. Now, you mean that it was a correct statement, ac- 
cording to your behef, accepting, as you did, this work that 
had been done by the others and presented to you as correcf? 

A. Yes. It might be the invoice value c. i. f., or we 
might have an'other statement showing the invoice value 
f. 0. b. the works. 

Q. Can you, without relying upon this work done by 
others and presented to you, which you accept, make any state- 
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ment as to the accuracy of these figures, from knowledge inde- 
pendent of this investigation and this work that was done 
by others and presented to you? 
A. No ; it would be pretty difficult. 

Mk. Dickinson: Then I object to this exhibit as being 
secondary and hearsay, irrelevant and incompetent, and shall 
move to strike it out. 

By Me. Dickinson : 

Q. Mr. Farrell, who was the London agent for selling 
rails in 1901, of the United States Steel Corporation? 

A. Millard Hunsiker. 

Q. Who was the London agent on October 26, 1911? 

A. H. T. Whigham. 

Q. How long did Millard Hunsiker continue such agent? 

A. Until 1906. 

Q. And did Mr. Whigham then succeed him? 

A. Mr. Whigham then succeeded him. 

Q. And has continued since? 

A. Yes, sir. 

Q. Did you have any other agent in London for the sale 
of rails during those periods except those named? 

A. We had 35 employees there. There was no particu- 
lar man concerned with the sale of rails. A number of peo- 
ple sold rails. That was a small portion of our business. 

Q. Were these subordinates acting under one head? 

A. Oh, yes. 

Q. Who was the head? 

A. Mr. Whigham. 

Q. And Mr. Hunsiker? 

A. Yes, sir; at that time. 

Q. And they had men working under them who made 
sales? 

A. Yes. 

Q. And reported to them? 

A. Yes. 

Q. Did these parties report to you the sate of rails or 
did you have anything to do with the sale of rails? 

A. Not very much. 
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Q. When did your connection with the sale of rails abroad 
begin? 

A. At the time of the formation of the United States Steel 
Products Company. 

Q. But you have stated awhile ago that you did not have 
very much to do with them? 

A. No ; it is a small part of our business. 

Q. But did you have control of the sale of all the rails 
abroad after the United States Steel Products Company was 
formed, or were some of them sold by other representatives 
of the Corporation that were entirely independent of the 
Steel Products Company? 

A. No ; they were sold by the Steel Products Company. 

Q. All of them? 

A. Yes. 

Q. After its formation? 

A. I should think so, to the best of my knowledge. 

Ql Everywhere abroad? 

A. Yes. 

Q. "Who was the agent in Paris for 1901? 

A. There was no office in Paris in 1901. 

Q. In 1911? 

A. A man named Vaslin. 

Q. Did these agents in London make contracts for the 
sale of rails? 

A. Yes. 

Q. Were those reported to you? 

A. They were reported to the company in the regular 
way, just the same as sales of any other commodity, 

Q. To the Products Export Company? 

A. Yes. 

Q. At page 7,095 of the typewritten record, you were asked 
about a list that had been made up of 158 manufacturers to 
whom you had made special allowances, in order to enable 
them to develop a foreign business ? 

A. Yes. 

Q. Will you please produce that list? 

A. Yes, sir. 

Q. State how those reductions were made, and what prod- 
ucts they consisted of? 
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A. They were made as a result of an inquiry that any 
manufacturer in any particular line of business might make, 
covering some foreign inquiry which they might have, in 
whch they would probably have competition with some for- 
eign manufacturer in the same line of business. It might be 
bolts or it might be a gas holder, or agricultural implements 
or boilers — a great many commodities — ^wheelbarrows and 
ears and locomotives. 

Q. Were those sales made for the purpose of selling in 
export business with IJie understanding that prices were 
based upon the fact that they were to be sold in foreign 
markets 1 

A. Based on the inquiry covering the material. 

Q. And the inquiry carried with it the information that 
it was to be sold in foreign markets 1 

A. Yes. For example, if a locomotive builder would make 
an inquiry for material for fifty locomotives for Japan, or 
a tank builder would make an inquiry for a thousand tons of 
material for oil tanks in Mexico, we would quote him a price 
on that material based on our idea of what would enable him 
to compete for the business. 

Q. And those prices were below the domestic prices? 

A. At that time. 

Q. You have stated in your examination that in round 
figures — ^but I will read it to you: 

"How much is the annual value of the raw or semi-finished 
materials that you sell to American manufacturers at re- 
duced prices for that purpose, in round figures ? 

"A. That is, the value of the material? 

"Q. The value of what you sell them? 

"A. Approximately $3O,000,000: " 

Now, you sold those to them to be sold abroad at prices 
which were lower than you were selling the same thing at to 
customers in America? 

A. And very often to the same people, for the purpose 
of stimulating foreign business. 

Q. If the thing were to go to foreigners they would get 
it at a less price and if it went to our own people they would 
pay more for it? 
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A. No; that is a mistaken idea. The foreigner pays 
more for his goods than the man in this country, when the 
duties and freight and everything are added. 

Q. And you sold in this country knowing it was going 
in foreign business at less prices than you sold at knowing 
that it was going to stay in this country? 

A. For instance, in the case of Australia, it would have 
to carry freight for 14,000 miles. 

Q. Is it not a fact that you sold these goods knowing they 
were going to foreign countries, and sold them at a less price 
than you sold the same goods at the same time which you 
knew were to be used in this coimtry? 

Mr. Severance: I do not think you understand. He did 
not say these things that he sold were going 'to foreign 
countries, but they were to be made up by American manu- 
facturers into goods to go to foreign countries. 

By Mr. Dickinsok : 

Q. The goods thus manufactured or transformed were to 
go to foreign countries? 

A. Yes, and our workmen receive the same wages for 
making that class of goods as they do for making those goods 
for this country. 

Q. The same goods were sold to manufacturers in this 
country to be transformed and sold as finished products here? 

A. Yes. 

Q. When you knew that they were going to foreign coim- 
tries you sold at a less price than where you knew that they 
were to be used in America? 

A. We never made any secret of it. 

Q. But it is a fact, is it not; you did it? 

A. Did it to all comers. Anybody that wanted to develop 
a foreign business received our assistance, not only in the 
way of special prices, but we would lend him a salesman in 
a foreign country and place our office at his disposal, and help 
him in every way to build up a foreign business. 

Q. But the fact is that in doing this you sold things that 
were to be manufactured and sold abroad at a. less price 
than you sold things which you knew were to be manufactured 
and sold in this country? 
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A. Yes. 

Q. Now, how did you know, Mr. Farrell, that these things 
were going to be sold abroad? 

A. How did we know? 

Q. Yes. Did you require afSdavits ? 

A. Well, we generally were furnished with the customs 
house bill of lading, showing their exportation. 

Q. So you had official evidence of the fact? 

A. We follow the Government system, you know, which 
they use in their work; that is, the Interstate Commerce 
Conmiission, their freight rates to the Pacific Coast on some 
commodities. 

Q. What do you mean by the Government system? 

A. Where they had special rates on materials that were 
going to the Pacific Coast. 

By Me. Sbveeance: 

Q. To the Pacific Coast for export, you mean? 
A. Yes. 

By Mb. Diokinson : 

Q. You mean where the Government has rates? 

A. The Interstate Commerce Commission makes special 
rates on material that is being shipped to the Pacific Coast. 

Q. Is not that on account of water transportation on the 
Pacific Coast? 

A. Well, it is a special arrangement to assist these manu- 
facturers out there to do business. 

Q. Do you mean to say that a man that is shipping from 
New York to the Pacific Coast to sell in the foreign trade gets 
a less rate than a man does shipping from New York to San 
Francisco, where it is to be sold in San Francisco? 

A. The import rates are lower; the rate from Liverpool 
to Chicago is as low as the rate from Boston to Chicago. 

Q. That is not the question that I was asking you, which 
was whether the fact that one man is going to sell his goods 
for foreign use, and another is going to sell his goods for 
domestic use makes them get different rates from New York 
to the Pacific Coast? 

Mb. Sevebance: Let me see if I understand your question. 
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It is whether there is an export rate less than the domestic 
rate, is not that it? 

Me. Dickinson : No, I mean the rate within this country. 
I understood him to say he did like the Government did, and — 

Me. Seveeanoe: F'or instance, there has been introduced 
in evidence an exhibit showing there is an export rate lower 
than the domestic rate from Pittsburgh to New York. If the 
goods are destined to a foreign country, of course the rail- 
roads take them for less. 

By Me. Dickinson: 

Q. That is a combined railroad and steamer rate, is it 
not? 

A. No, no. 

By Me. Dickinson: 

Q. Is not that a combined rate, where it is a through bill 
of lading to a foreign country, that you are speaking of? 

A. No, they are special rates for export. 

Me. Sevbeance: To encourage the export. 

By Me. Dickinson: 

Q. One minute. Do you mean to say that if a shipment 
is made from Pittsburgh to New York under a bill 'of lading 
beginning and ending with Pittsburgh and New York, that 
where it is known that that is going to be exported, the rate 
is less than it is where it is known it is going to stop here 
in New York! 

A. Yes, sir; the tariffs are published. 

Me. Sbveeance: Certainly; they are fixed by the Inter-, 
state Commerce Commission at less. 

By Me. Dickinson: 

Q. You mean the contract 'of shipment in each case stops 
in New York? 

A. Yes, the domestic — 

Q. Then if there is a reshipment, on account of that 
reshipment, and a new bill of lading, there is a less rate from 
Pittsburgh to New York than there would be if there was 
not a reshipment? 

A. Yes, sir. There is an export rate and a domestic rate, 
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and the Government has encouraged the export business to 
the extent of permitting the Interstate Commerce Commis- 
sion to make export rates. We are encouraging the manu- 
facturers of the country to do an export business. 

Q. Do you mean to say, Mr. Farrell, that the Government, 
because a thing is to be exported, and it is known that it 
will be exported, makes a different rate under a contract 
that begins at Pittsburgh and terminates at New York in 
each case, lower in respect to what is going to be afterwards 
shipped to a foreign country, than what is going to stay 
here? 

Me. Sevbeance : Y'ou mean the Interstate Commerce Com^ 
mission when you say the Government. 

Me. Dickinson: He said the Government all the way 
along. 

Mr. Severance: He said through the Interstate Com- 
merce Commission. 

Mr. Dickinson : Just put it Government. 

Mr. Severance: He does not say that the Department of 
Justice does that. That is a different department of the 
Government. 

Me. Dickinson : Just leave my question as I put it. 

(The question was then repeated by the stenographer.) 

The Witness: Yes, since 190'3 I think the export rates 
have been in effect. 

By Mr. Sevbeance: 

Q. When you say the Government, you mean the Inter- 
state Commerce Commission? 

A. I mean a branch of the Government, the Interstate 
Commerce Commission. 

Q. The railroads make the tariffs, do they not? 

A. Yes ; but they make them under the authority of the 
Interstate Commerce Commission. 

By Mr. Dickinson: 

Q. You testified in regard to the cost of doing foreign 
business, and you also testified that you used vessels in that 
business f 
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A. Yes, sir. 

Q. Cargo vessels; some, I believe, that you own, and 
some, I believe, that you charter? 

A. Yes. 

Q. Tfiose vessels on part of the Voyage carry freight for 
people other than the United States Steel Corporation, do 
they not? 

A. Yes, sir; they trade around the world. 

Q. Now, how are the earnings of those vessels disposed 
of in respect to this question of the cost of doing foreign 
business? Is that taken into consideration, and if so, how? 

A. No; whatever earnings these ships have earned up 
to the present time have been set apart for the purpose of 
buying more vessels for the same business. 

Q. I did not mean the particular money, where it went 
to, but in estimating the cost of doing foreign business, is 
any account taken of that, one way or the other? 

A. No, sir. 

Q. Mr. Farrell, what was the foreign price of spring steel, 
average during the year 1904? 

Mb. Severance : Just a moment. As I understand, Judge 
Dickinson, you are reading that from the exhibit we have 
introduced in evidence? 

Mb. DicKiN-soisr : Mr. Severance, I prefer not to be ques- 
tioned — 

Me. S'everance: I do not propose to have Mr. Farrell ex- 
amined about figures shown on any exhibits in evidence unless 
he is permitted to look at the exhibits. 

Mb. DicKiNsoiT : If you do not intend that and make that 
announcement now, I will close the examination. 

Mb. Sevebanoe: Very well. You may do as you like. I 
advise the witness — 

Mb. Dickinson : If you insist, when I am testing the wit- 
ness in regard to the knowledge of things about which he has 
testified — if you insist upon his having the exhibits when I 
am examining him in regard to them, there is no use of my 
examining him. 

Mb,. Sevebance : You may do as you like about that. I will 
merely state this : There was produced Exhibit No. 42, which 
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was introduced in evidence, showing domestic and export 
prices, the exhibit that you have examined him about in great 
detail today, when he had it before him. He has not said, at 
any time, that he had all these figures in mind, and no human 
being could have them all in mind. If you want to ask as to 
the price of export traffic, he can answer by an examination 
of this exhibit. I advise him that he has the right to have 
the exhibit in front of him, as he had this morning, when you 
examined him about domestic prices, and that he is not obliged 
to answer any questions by guess or speculation, I will hand 
him the exhibit, which he can use to refresh his recollection, 
if he desires, in answering your questions, as he has a right 
to do. It is in the record. 

By Mb. Diokinso-n : 

Q. Mr. Farrell, do you know the average price of spring 
steel as sold for export in 1904'? 

Mr. SEVEiTANOB : I advise the witness that he may examine 
Exhibit No. 42, which is in front of him, and from that give 
Ms answer. 

Mm LiNDABTjRY : If I understand the present question it is 
to the witness ' recollection independent of the exhibit. 

Mb. Dickinson: Precisely, yes. 

Mb. Lindabuby : Of course he has a right to ask that. 

Mb. Diokinsoin: I certainly think I have. It is a most 
extraordinary ground that is taken by counsel. 

Mb. Lustdabubt : I agree with Mr. Severance that the wit- 
ness is not bound to submit to an examination with regard 
to a schedule without seeing it ; but of course you have a right 
to test his recollection outside of that. 

Mb. Dickinson : That is exactly what I am doing. As a 
matter of fact, what I have before me has not got what I am 
asking him about, and I am asking him outside of it. 

Mb. Sevebanoe: You say it has not got it? 

Mb. Dickinson : No. I have not got it. 

Mb. Seveeance: I beg your pardon. You have it right 

here. 
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By Me. Dickinson : 

Q. Now, Mr. Farrell, will yon answer that question if you 
can. 

(By request the stenographer repeated the pending ques- 
tion as follows) : 

' ' Q. Mr. Farrell, do you know the average price of spring 
steel as sold for export in 1904?" 

The Witness : I have no recollection. 

By Mb. Dickinson: 

Q. Do you know the average price of spring steel for 1904 
as sold in the domestic trade ? 

A. Not without refreshing my memory by examining the 
exhibit. 

Q. Do you know the average price of spring steel for 1905, 
export? 

A, I have a fair impression of it, but I will answer the 
question negatively. 

Q. Do you know the average price of spring steel for 1905, 
in the domestic trade? 

A. I do not recall. 

Q. I will ask you the same question, both as to export 
and foreign, as to 1906, January and February. 

A. If I answer them correctly will you tell me? 

Q. I will, at some time. 

A. I do not want to be irrelevant or facetious, but I have 
a general knowledge of these prices, and yet if I am asked 
to state definitely, I want to be accurate ; and since I am un- 
able to satisfy myself as to the accuracy of my mind with re- 
gard to these particular periods and particular prices, I 
answer no. 

Q. You naturally prefer not to answer, under those cir- 
cumstances ? 

A. Yes, sir. 

Mk. Lindabubt: These are questions as to averages, any- 
how, are they not? 
Me. Dickinson: Yes. 
Me. Seveeance : That is what this table is. 
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By Mb. Dickinson : 

Q. I will ask you the same tMng as to spring steel, and 
make it relate to domestic and export for the first half of- 
1906, the second half of 1906, for the second half of 1909 and 
the first half of 1910. What woiild yonr answer be as to 
that? 

A. The same reply, sir. 

Q. If I should ask you as to skelp for 1907, what would 
you say? 

A. I would like to answer the question, but I am afraid 
that I might be fifteen or twenty cents tout of the way, so I 
would rather answer no. 

Q. How about axles, smooth, forged, for 1904? 

A. The same answer. 

Q. And that same answer would relate to 1905, 1906 and 
1908? 

A. Yes, sir. 

Q. Without being able to answer those questions, can you 
five me the percentages as between the two periods for those 
respective times? 

Mr. Seveeance: What does that mean, Judge? The per- 
centages of what? 

Me. Dickinson : Can you give me the increase or decrease 
for those periods in respect to those articles, as between ex- 
port and domestic business? 

Mb. Seveeance : I 'object to that, as such an involved ques- 
tion as to be meaningless and impossible to be answered. 
Nobody could understand that question. 

Me. Dickinson: Mr. Farrell may. 

Me. Seveeance : I submit that the question means nothing. 

Me. Lindabuet: You mean from mere memory, Judge? 

Me. Dickinson: Yes. 

Me. Seveeance: That is not the point. The question 
itself does not mean anything. 

By Me. Dickinson: 

Q. D'o you understand it, Mr. Farrell? 
A. I Avill answer the question no. 

Me. Seveeance: The question does not mean anything. 
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Mb. Dickinson : I may be so stupid as tliat I do not undfir^ 
stand my own questions. 

The Witness : It was pretty clear, Judge. 

By Mk. Dickinson: 

Q. You understand it? 

A. It was pretty clear, 

Q. I feel very mucli reassured, and much comforted, Mr. 
Farrell. 

Me. LiNDABtTBT : You are reassured and comforted at dis- 
covering Mr. Farrell 's fallibility? 

Me. Dickinson : No ; but because be understands my ques- 
tion. 

By Mr. Dickinson : 

Q. Can you give me from memory tbe increase per ton 
of domestic over foreign sales of those respective products 
that I have mentioned for tbe periods named? 

A. Will you state tbe products again? 

Q. Spring steel, for 1904, 1905, January and February, 
1906, tbe first balf of 1906, tbe second balf of 1906, tbe sec- 
ond balf of 1909, tbe first balf of 1910. Skelp, 1907, blooms, 
billets and slabs, 1907. 

Me. Seveeancb : I object to tbat, as I did to tbe otber, on 
tbe ground tbat tbe question is perfectly meaningless. If it 
is anything, it is about a dozen 'or fifteen questions in one. 
No dates are fixed, no points to which the percentages can 
relate. 

Me. Dickinson: Yes; tbe average prices for tbe dates I 
gave you, between domestic and foreign. I am asking if you 
can give the increase per ton or the decrease per ton as be- 
tween foreign and domestic. 

A. No, sir. 

By Me. Dickinson: 

Q. This paper, Defendants' Exhibit 41, is entitled "Par- 
tial list of principal products yielding higher prices f. o. b. 
mill for export than for domestic shipment, periods (so far 
as ascertained), and respective differences in favor of export 
prices. This list is not complete, as there are numerous 
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otker periods in which some products were sold higher for 
export than domestic; reqiiiring exhaustive analysis of do^ 
mestio and export selling prices to properly classify." 

Who prepared that paper, Mr. Farrell? 

A. It was prepared in the office of the United States Steel 
Products Company, by the accounting department. 

Q. And was furnished to you? 

A. Furnished to me. 

Q. And you accepted it as correct? 

A. Yes. 

Q. Now, independently of this paper, can you give from 
recollection any of the figures that are set forth there? 

A. No. The figures are largely, or a great many of them 
are, in fractions, and there are a great many commodities 
and a great many prices, and I would n'ot attempt to state 
accurately what the prices are in any instance. 

Q. And you think they are correct only because you have 
confidence in the sources where they were prepared and 
presented to you? 

A. And because of the fact that I was familiar with the 
trend of the markets, and the character of the products, and 
what they were bringing in the markets. 

Q. Generally familiar? 

A. Yes ; just as I know that pipe is selling for $20 a ton 
less than when the Corporation was formed, and just as I 
know that barbed wire sells for $17, a ton less, and nails $15 
a ton less, and black sheets $30 a ton less. 

Q. That is a general broad way of dealing with the ques- 
tion? 

A. Yes, a general broad way of dealing with the question. 

Q'. And coming down to details and exact figures here, 
this paper was presented to you and g'otten up in the comp- 
troller's office and you accepted it as correct, and you do not 
undertake to verify these figures from independent knowl- 
edge? 

A. No. 

Q. Now, of these particular figures set out, have you any 
recollection of them independently of this paper? 

A. By independently you mean with respect to the com- 
modities that brought more money in the foreign markets? 
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Q. No, I mean as to difference in percentages for dif- 
ferent periods. 

A. Only in a general way. 

Q. And you could not, from independent knowledge and 
independent rec'oUection, verify tlie correctness of these 
figures ? 

Me. Sbvebance: You might allow him to see the exhibit. 
He does not know what is in it. 

By Mb. Dickinson: 

Q. How is that, Mr. Farrell? 

A. Only in a general way ; that is, I know the commodities, 
that we got more money for in foreign markets than we did 
in domestic markets, and I have a fair idea of the relative 
positi'on, but I would not attempt to testify within a cent a 
ton, or to an accurate percentage. 

Q. You say a cent a ton? 

A. I meant that only figuratively. 

Q. Would you dare testify, from your independent knowl- 
edge of the business and of the way in which it has been done, 
and the prices received, and the domestic prices, as to the 
accuracy of these figures? 

Me. Seveeance: As to. the substantial accuracy, you 
mean? 

Me. Dickinson: I mean just what I say. 

The Witness: No, sir. 

By Me. Dickinson: 

Q. How as to the substantial accuracy of them? 

A. As to the substantial accuracy, I believe I would, prob- 
ably. 

Q. What do I understand by "substantially", in the sense 
that you use it? 

A. If I were to take that sheet, that exhibit, and examine 
the different commodities and the different prices, I could 
pretty nearly say as to whether these differences were cor- 
rect or substantially correct. 

Q. And if you took this sheet and looked at any figures 
here for any different periods, could you recollect and recall 
that those were the prices or the differences or the percent- 
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ages for that particular period, and could you do it without 
going back to the data from which this was made up? 

A. No; it is a matter of merchandizing, 

Q. How? 

A. It is just a question of merchandizing. You know from 
one year to another what the general trend of prices is. 

Q. I am not speaking of general trend, but I am speaking 
now of substantial accuracy of particular figures showing 
different percentages for different months, and different 
years, in respect of different articles ; can you do that? 

Mr. StEVERANCE: Just a moment. This is not percentages, 
is it? It shows the increases per ton, not percentages. You 
are examining him about an exhibit that he identified and 
produced. 

(By request the stenographer repeated the pending ques- 
tion.) 

Mr. Severance: I object to that question, for the reason 
that it is not a correct statement of the character of the exhibit 
concerning which counsel is questioning the witness. He is 
questioning him with respect to Exhibit 41; it does not con- 
tain any percentages ; it contains only dollars of increase per 
ton. 

By Mb. Dickinson- : 

Q. Can you, outside of this general knowledge of the trend 
of business, give from memory any figures in dollars, in- 
dependently of this paper, which would show the increase per 
ton of foreign over domestic prices, for the dates and for 
the articles that I have specified? 

A. I would not attempt to do it. 

Q. Can you in any way, based upon knowledge outside of 
the information you derive from this paper, give as a matter 
of recollection or knowledge, the increases per ton of foreign 
over domestic prices for the different articles for the different 
periods that I have called to your attention? 

(By request the stenographer repeated the pending ques- 
tion.) 

Mb. Sbvbeancb.: You mean without looking at the paper? 

Me;. Dickinson : That is what I mean. 
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The Witness: What commodity and what period? 

By Mb. Dickinson: 

Q. I will go over them again. The commodities were 
spring steel for 1904, 1905, January and February, 1906, the 
first half of 1906, the second half of 1906, the second half 
of 1909, the first half of 1910; skelp, 1907; blooms, billets and 
slabs, 1907. 

A. Not accurately. 

Q. Can you do it with substantial accuracy? 

Mb. Sevekanoe: You mean without inspecting the exhibit, 
do you? 

Mb. Dickinson: Yes. 

The Witness : I would not attempt to do it. I have a great 
deal of confidence in what I might be able to say, but in view 
of the necessity of accuracy in these matters, I would rather 
say no. 

By Mb. Dickinson: 

Q. Well, I will ask you if your testimony in regard to 
these differences was not based upon this paper and the re- 
liance you put upon the sources from which it was derived? 

A. Well, not altogether. I was — 

Q. Just tell me, now, what you went on, independently 
of it. 

A. Well, I was familiar at the time with the prices that 
were being made on those commodities, and when that state- 
ment was compiled those prices and the contracts made at 
those times were available. Now I cannot carry in my head 
each particular transaction and each particular price for each 
period and over the entire time. 

Q. Can you give any information without going back to 
the data for those particular times in which it gave the re- 
spective prices? 

A. I presume I would be expected to make an answer that 
would be considered a definite answer? 

Q. You may answer it any way you choose. 

Me. Sevebance: May I ask to have that question read? 
(The question was repeated by the stenographer.) 
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Mr. SBVEEiANdB : Information as to what, Judge? That is 
a very general question. I do not think it definite enough so 
he can understand what you mean by it. 

Mb. Dickinson : Well, if he does not understand, I will ask 
another one. 

Mk. Sevekanob : I object to it as indefinite and incompetent. 

Mb. Dickinson: Now read the question. 

(The question was again repeated by the stenographer.) 

The Witness : No, sir. 

Mb. Dickinson : I believe we have already excepted to this, 
but to be sure, I will except again, as being hearsay, second- 
ary, irrelevant and incompetent. It is now about adjourning 
time. 

(Whereupon an adjournment was taken until tomorrow, 
Friday, May 23, 1913, at 10:30 o'clock a. m.) 
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SIXTY-SECOND DAY. 

Empike BxjrLDING, 

71 BaoiADWAT, New York Citz. 
Fbiday, May 23, 1913. 
Before S^peoial Examinebi Henb,t P. BeiOwn. 

Present on behalf of the United States, Mb. Dickinson 
and Mb. Colton. 

Present on behalf of the Defendants, Mb. Lindabuby, Mb. 
Sevehanob, Mb. Boujing and Mb. Reed. 

JAMES A. FAEIRELL 

the witness under examination at the taking of the adjourn- 
ment, resumed the stand. 

CROSS EXAMINATION (Continued) 

By Mb. Dickinson: 

Q. Mr. Farrell, you stated that you had had prepared a 
paper which was introduced in evidence and marked Defend- 
ants ' Exhibit No. 43, entitled "Comparative statement of 
shipments and gross sales f. o. b. mills in export and domestic 
business." State how that paper was prepared. There is 
the paper; you may look at it. 

A. Yes, sir. That paper was prepared in the comptroller's 
ofBce, by Mr. Filbert. 

Q. You were asked: "Is this substantially correct?" and 
you said "Yes." These figures here are composite figures, are 
they not? 

A. They are total figures. 

Q. They are total figures, based upon a great variety of 
detailed data gotten from various papers? 

A. Yes. 

Q. Did you examine those papers out of which these 
figures were made, or accept them from the comptroller's 
office? 
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The statement was prepared by the Comptroller, and 
you did not verify the data? 

A. No; but from my knowledge of the business of the 
Corporation, I considered the figures were substantially cor- 
rect. 

Q. But this was all that was handed to you? 
A. Well, it was prepared at my request. 

Q. I know ; but, as I understand it, you requested it to be 
prepared, and it was prepared in the comptroller's office; it 
was prepared from a great many figures which made the com- 
posite figures appearing here, and you did not examine the 
different documents from which these basic figures were ob- 
tained, out of which these composite figures grew, but ac- 
cepted it as correct, coming from the comptroller's office? 

A. After he gave it to me, I could tell, that it was pretty 
nearly correct; substantially correct. 

Q. Do you mean to say that you could just look at these 
figures, say for 1904, the gross tons of export shipments for 
that year, and for 1912, and, as a matter of memory and 
knowledge, independent of these figures, and independent of 
the figures on which they were based, that you could say that 
these were substantially correct? 

A. They conformed with the data that was in constant 
preparation by the Steel Products Company; in 1904 about a 
million tons, and in 1912 about 2,243,000' tons. 

Q. Did you examine those recently? 

A. The statement was prepared by the comptroller. 

Q. And handed to you? 

A. And handed to me. 

Q. "What I am trying to get at, Mr. Farrell, is just this : 
Whether or not you prepared these composite figures, or 
whether they were prepared for you, and from data which you 
do not carry in your mind? 

A. The figures were prepared by the comptroller in the 
Comptroller's office. I did not actually prepare those figures, 
although I am familiar with the business that goes to make 
up those figures. 

Q. You were asked if they are substantially correct? 

A. Yes. 
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Q. What do you mean by "substantially correct?" 

A. Approximately. 

Q. Would you draw any distinction between saying that a 
thing is substantially or approximately correct, and saying 
that the figures are accurate? 

A. Yes. 

Q. Then would you be justified in saying that the figures 
I have here are not merely substantially correct, but that, of 
your own knowledge, you know they are accurate? 
. A. No; I should say that they are substantially correct. 
I would not say that they are accurate. 

Q. Then, when you were asked on page 7126 this question : 

"Mr. Farrell, from your knowledge of the business of 
the Corporation are you able to state that the figures there 
given are substantially correct figures? 

"A. They are accurate figures." 

Was not that rather an overstatement, in view of your at- 
tention now having been called to the manner in which it was 
prepared? 

A, Well, in the sense that they would be accurate as far 
as the comptroller was concerned ; he would check those up. 

Q. You did not mean that you knew, of your own 
knowledge, independent of his work, that they were accurate? 

A. No ; I did not intend to so state. I intended to say that 
they were substantially correct. As far as the comptroller 
was concerned, they would be accurate because they would 
have to check up with him. 

Q. But the way the question is put, it is not: "Do you be- 
lieve that the comptroller's work was accurately done," but: 

"Mr. Farrell, from your knowledge of the business of the 
Corporation are you able to state that the figures there given 
are substantially correct figures? 

"A. They are accurate figures." 

A. I would consider anything tendered to me by our comp- 
troller as accurate. 

Q. Then your answer was based upon your faith in his 
work and not upon your knowledge of these figures? 

A. Yes ; partly upon my knowledge, because I am— 

Q. Well, now, Mr. Farrell— 
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Mr. Sevekance : Let him finish his answer, Judge. 

The Witness : (Continuing.) Partly from my knowledge, 
because I am famiUar with the Corporation's business and 
the character of their business, and what goes to make up 
totals ; but I did not actually compile those details myself. 

Q. When you say those figures are accurate, that means 
that they are exactly correct, does it not? 

A. Yes. 

Q. That would mean that? 

A. Yes; that would mean that. 

Q. Can you say that, independently of your faith in his 
work, you know, merely from your knowledge of the business 
of the Corporation, that they are accurate figures? 

A. I do not want to appear to be inclined to ignore your 
question. Judge, but you are dealing with a business there 
that I am very familiar with— the foreign business; a busi- 
ness that I am concerned with all day long. I am telling you 
what the exports were, within a thousand tons, in 1904, so 
given in a paper which you hold in your hand ; and I am tell- 
ing you, within a few hundred tons, of what the figures are in 
1912, from the paper which you hold in your hand. 

Q. You would call that approximate, would you not? 

A. No ; I should not call that exactly an approximation. 

Q. Would you call it accurate? 

A. I would call it substantially correct. 

Q. Substantially correct; but would you say that it was 
accurate ? I simply want to get at what you mean by the use 
of the term "accurate." 

A. Do you regard it as a figure of speech? 

Q. Not a figure of speech, but I want to know whether 
you really meant to say that you knew, merely from your 
knowledge of the business, and without relying upon your 
faith m the work of the comptroller, that these figures here 
given are accurate figures? 

A. I would consider these figures accurate figures. 

Q. That does not answer my question. You say you would 
consider them accurate. Why? 

A. Because of the fact that the figures were compiled in 
a department with which I am in touch, and because of my 
knowledge of the items that go to make up the total. 
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Q. Now, can you state, and do you state, that from your 
knowledge, independent of your faith in the work done in the 
comptroller's oflBce, that you know that these figures as given 
here are accurate? 

A. I would accept them as such, but if you want me to 
say— 

Q. I do not want you to say anything. 

Mb. Seveeance : Let him answer. 

The Witness: (Continuing.) I do not understand the 
ethics of this situation at all, but if you want me to say that 
a thing is accurate which has been compiled by another man, 
from data which I am familiar with, and because I did not 
actually do it myself, did not take this mass of figures and 
put them together and arrive at a total; if you want me to 
say that they are accurate or not accurate, I would naturally 
say that I would not consider they were accurate unless I had 
actually done it all myself. 

Q. Understand me, I do not want you to say anything ex- 
cept what you want to say. 

A. I understand that. 

Q. I think we now understand each other. 

A. I do not exactly understand the modus operandi, and 
I am trying to give you the information you are seeking. 

Mb. Dickinson : I want to renew my exception to this Ex- 
hibit 43, as being based upon hearsay, and to the testimony 
of the witness as to the accuracy of these figures, the same 
being based upon hearsay and being secondary evidence. 

By Mb. Dickinson : 

Q. You were questioned yesterday in regard to Defend- 
ants' Exhibit 42. Tou probably do not remember the num- 
ber, so I will hand it to you so that you may see what it is. 
Just look it over sufficiently to be sure. 

Me,. Sevbeancb: What is that? 

Mr. Dickinson : That is that long list about which we asked 
so much yesterday. 

Mb. Severance: About the domestic and export? 
Mb. Dickinson: Yes. 
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By Mb. Diokinson : 

Q. Are these average selling prices given here the aver- 
age of base prices, or the average of base prices and other 
prices at which the various commodities were sold? 

A. Average selling prices. 

Q. For all the products named here for the periods named? 

A. Well, I haven't had an opportunity to examine them 
very carefully. 

Q. Would you like to look at it? 

A. Yes, I would appreciate it. 

(Here the witness was handed Defendants' Ikhibit 42.) 
The Witness : These are average selling prices. 

Q. And cover your entire product of these kinds for those 
periods ? 

A. Yes. 

Q. There was introduced in evidence Defendants' Exhibit 
44, entitled, ' ' Tonnage of exports of iron and steel by United 
States Steel Corporation interests," and it covers the years 
1902 to 1912, for the various articles that are there set out. 

Mb. Sbvebancb : Will you show that to Mr. Farrell. 
Mr. DioKiNsiON : Would you like to look at it? 
The Witness: Yes. (Here Defendants' Exhibit 44 was 
handed to the witness.) 

By Mb. Diokinson: 

Q. (Continuing.) State how that statement was made up. 

A. It was made in the comptroller's office, Mr. Filbert's 
office. 

Q. Are these composite figures? 

A. They are total figures. 

Q, Based upon what? 

A. Based upon the various commodities that are set forth 
in the statement. 

Q. And for the various years? 

A. Yes; they give a series of years, and the totals and 
commodities of each year. 

Q, Did you compare this with the original figures upon 
which this paper was based? 

A. With the original figures? 
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Q. Yes. 

A. You mean the figures — 

Q. I mean, did you have before you anything besides this? 
Or did you accept this from the comptroller's office? 

A. This is a statement of the exports isn't it? 

Q. "Tonnage of exports of iron and steel by United States 
Steel Corporation." 

A. I have an independent knowledge of that aside from 
that statement. 

Q. My question is, did you have before you the original 
data from which these Composite figures were made up, or did 
you accept these results as correct when presented to you 
from the comptroller's office? 

A. I accepted them as correct; they conformed with my 
own knowledge of the totals for the various years for the 
various commodities, etc. 

Q. Then, do you mean to say that before this paper was 
made up, and without this paper, you had knowledge which 
would have enabled you to give substantially the same figures 
for the same years that are given here, independently of this ? 

A. I could have prepared a. statement similar to that from 
the data that I am receiving daily, weekly, monthly and yearly 
■of these various commodities and for these various years. 

Q. That is, you could have prepared it from data? 

A. Yes. 

Q. But you did not prepare it from data; did you? 

A. This statement? 

Q. You did not prepare it at all, did you? 

A. I did not actually prepare it. 

Q. Then you did not prepare anything on this paper from 
■data, did you? 

A. I did not consider that it was necessary, although I 
could have done it. 

Q. Of course ; I know you could have done it, and if you 
thought it was necessary you probably would have done it, 
but I am just asking you if you did it? 

A. That information contained in that statement is some- 
thing that I am in constant touch with, as I said before; I 
understand the nature of the business, the business we are 
•doing from day to day, and from week to week, etc. 
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Q. But from your knowledge wMch. you liad in your mind, 
and independent of going back and preparing anything from 
data, either your own data or from Mr. Filbert, would you 
have given figures substantially like these for each of these 
years for each of these commodities? 

A. From the reports I receive I could have compiled a 
statement similar to this, and so could several other people 
in our Products company. 

Q. But without the actual reports? 

A. You mean without the actual figures? 

Q. Yes; without the actual figures, could you have done it? 

A. Could I have prepared such a statement? 

Q. Yes. 

A. I believe I could if I had the figures before me. 

Q. If you had the figures before you? 

A. Yes, sir. 

Q. But I am asking you, if you did not have the figures 
before you, out of your mind? 

A. No, I could not have done it out of my mind. It is 
rather a kaleidoscopic proposition. 

Q. Do you mean to say, then, that from your knowledge 
of your business that is covered by this paper, independent 
of any data in your oflfice, or independent of any information 
furnished by Mr. Filbert, that you could say that these figures 
are substantially correct? 

A. May I interpret your question? 

Q. Oh, yes, because if you do not understand it like I do, 
I want to keep on asking until we do understand each other. 

A. Do I understand your question to mean, or rather, do 
I understand you to say that it would be possible or impos- 
sible for me to prepare such a statement out of my mind; is 
that it? 

Q. I do not say possible or impossible, but I am just ask- 
ing you whether you, without regard — ' 

A. I could not prepare such a statement out of my mind, 
but— 

Q. And could you out of your mind, without the infor- 
mation you got through this paper, or without information 
that you might have gotten from data in your office, speak 
as to the correctness of these figures ? 
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A. No statement can be prepared without a mass of 
figures wMcli are necessary to prepare a statement; and I 
could not have done it any more than anybody else. 

Q. Then, of your own knowledge, independent of this 
paper, you could not say that these fibres are substantially 
correct? 

A. I would consider them so, but I will not state that 
they are, if that is what you are trying to get at. 

Q. Yes, that is what I am asking. Now, I call your at- 
tention to this question and answer in regard to this exhibit: 

"Q. And from your knowledge of the business that is 
covered by it, what would you say as to whether it is a sub- 
stantially correct statement, speaking from your own 
knowledge!" 

Now, do you stand by that answer? 

"A. I should say it was substantially correct to my own 
knowledge. ' ' 

A. I should say it is substantially correct, and from my 
knowledge of the business, I would have no reason to assume 
otherwise. 

Q. Yes, but do you base that answer as to your knowledge 
that you carry in your mind of these figures, or on your 
knowledge of the business and of your faith in the correctness 
of these figures furnished to you by the comptroller? I simply 
want to get as to whether or not you are testifying as to these 
things as of your own knowledge from the general business, 
or whether it is based upon data which you received from the 
comptroller's office? 

A. Both. 

Q. Both. Now, how much or how far, just from your own 
knowledge that you carry in your mind from the business, and 
independent of any data upon which this was based, or any 
data that you might have used in your office, can you say that 
these figures are substantially correct? 

A. I should say they were substantially correct. 

Q. To your own knowledge, independently of any infor- 
mation furnished by this paper? 

A. That is rather a complex question. 

Q. Well, I would like you to answer it, though, because 
you have answered it once, and — 
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A. I should say, from my knowledge of the business and 
my contact with the business and the detail which I am 
famihar with concerning that business, that those figures are 
substantially correct, because they comport with other figures 
which have been prepared from time to time in other offices, 
aside from the comptroller's office. 

Q. And you base that, do you, on your own knowledge, 
independent of any information that you got from the comp- 
troller's office through this paper? 

A. I base it on knowledge that I have had from time to 
time of statistics compiled in another office altogether, in the 
Products Company, a company that does this foreign busi- 
ness. 

Q. What are those statistics? 

A. Similar. 

Q. Similar? 

A. The only difference being that they deal in gross tons, 
and the comptroller deals in net tons. They invoice all this 
material; this Products Company gets the mill sheets show- 
ing the tonnages shipped; then the Products Company actu- 
ally invoice all this material and are a self-contained concern, 
and the figures are there, the data are there, and it is some- 
thing that I was in touch with every day and am still in touch 
with, so that I think it can be assumed that I am in an intelli- 
gent position concerning those figures. 

Me. Seveeance : Will you read that answer, please ? 
(The answer was then repeated by the stenographer.) 

By Me.. Dickinson : 

Q. Now, your answer, as I understand it, as you have given 
it, is based upon figures other than those that appear here, 
is it? 

Me. Seveeance: Will you pardon me a minute? I want 
to see what that statement is about the net and gross tons. 
(The previous answer was then repeated as follows:) 

' ' The only difference being that they deal in gross tons and 
the comptroller deals in net tons" 

By Me. Dickinson : 

Q. That is, you say the difference between the figures you 
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had in your mind and this was that the other figures deal in 
gross tons and these in net tons! 

A. No, the comptroller's statement is gross tons. 

Me. Sevbeance : I thought he inadvertently made a mis- 
statement. 

The Witness : Yes, the comptroller's statement is in gross 
tons, and the other in net tons. 

Mb. Severance : You have it turned around. 

Mk. Dickinson : Now read that part of the answer. 

(The answer was then read, as follows:) 
"The only difference being that they deal in gross tons 
and the comptroller deals in net tons" 

Me. Seveeancei: That should be the other way? 
The Witness : Yes. 

Me. Seveieancb: That is what I wanted to correct. He 
said that before, you know. 

By Me. Dickinson : 

Q. I understood you to say that you had a general knowl- 
edge of the export business of iron and steel in the United 
States going back how far? 

A. Back to 189'5, 1896 and 1897, when we were building up 
the business of the Pittsburgh Wire Company, and more 
generally after the formation of the Corporation. 

Q. And it was a part of your education and business to 
have a knowledge of the export business of the United States 
was it? 

A. Yes. 

Q. Now, Mr. Farrell, what was the total export from the 
United States in Steel rails in the year 1901? 

A. I do not recall. 

Q. Can you give an approximate figure? 

A. In 1901? 

Q. Yes. 

A. I do not recall. I have no 

Q. Can you give a figure that is substantially correct? 

A. I have no recollection of the figure in that year. 

Q. For 1900'? 

A. The same reply. 
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Q. For 1899? 

A. I do not recall. 

Q. 1898? 

A. I do not recall. 

Q. If I ask yon without repetition the same questions for 
those years, for pig iron, scrap iron and steel, billets, blooms 
and ingots, steel rails, wire rods, steel bars, hoops and bands, 
and in fact all the other articles included in this list, would 
your answer be the same? 

A. I do not recall the exact figures. I do not attempt to 
carry them in my mind. 

Q. Well, can you give them substantially correct? 

A. I do not attempt to carry them in my mind. 

Q. You cannot give any figures, then, at all, with regard 
to any period previous to 1902 in respect of the various items 
set forth in this exhibit ? 

A. I would not attempt to. I have no recollection of the 
exact figures. 

Q. I will ask you if you can give them not exact, but sub- 
stantially correct. If you can, what would your answer be? 

A. What years are you talking about? 

Q. Well, the years 1901, 1900, 1899 and 1898? 

A. No. 

Q. Can you give within 50,000 tons of the export in steel 
rails for those several years named, from memory or knowl- 
edge? 

A. I know that they have shown a constant increase. I 
would not attempt to give you the exact figures. 

Q. You know they have shown a constant increase since 
when? 

A. Well, I will not use the term constant, but they have 
shown — that is as between the inception of the company and 
the last years of doing business, there has been a larger vol- 
ume of business. 

Q. That does not answer my question. Maybe you mis- 
understood it, and doubtless did. The question is for 1898, 
1899, 1900 and 1901 can you of your own knowledge give 
within 50,000 tons of the steel rails exported to foreign coun- 
tries from the United States for each of those years? If you 
can, just give the figures. 
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A. I would not attempt to. 

Q. Do you know whether during those years, beginning 
with 1898 and ending with 1901, there was in increase or 
diminution in the export of steel rails'? 

A. As between the years? 

Q. Yes. 

A. I should say there was an increase. 

Q. How as between 1900 and 1901? 

A. I have not any recollection. 

Q. How as between 1900 and 1902? 

A. I do not recall. 

Q. You cannot give any information on that subject? 

A. No. 

Q. In 1902 can you give the exports of pig iron from the 
United States by all companies other than the United States 
Steel Corporation? 

A. No, sir. 

Q. If I repeat the same questions for all the items follow- 
ing here, what would your answer be ? 

A. The same. 

Q. Could you give us the figures approximately correct? 

A. I would not attempt to do so. 

Q. So, from your general knowledge of the steel and iron 
business which you have been acquiring for years, and from 
your study of the export business, you would not undertake 
to give the figures for 1902 even approximately in respect to 
any of those articles exported by all companies other than the 
United States Steel Corporation? 

A. I would not attempt to carry a mass of figures in my 
mind. 

Q. Nor the composite figure ? 

A. No. 

Q. Do you carry in your mind the composite figures for 
the various years and for the various articles set out in this 
Exhibit No. 44? 

A. The totals? 

Q. Yes. 

A. Pretty well. 

Q. Did you have those figures in your mind before you 

saw this paper? 
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A. In a general way; but I would not undertake to state 
them. 

Q. Then if you attempt to state them now, would it not 
be based upon knowledge largely derived from this table? 

A. If I attempted to state them now? 

Q. Yes. 

A. Not necessarily. 

Q. Would it at all? 

A. Largely. 

Mr. Dickinson : We except to Defendants ' Exhibit No. 44, 
as being hearsay and secondary and incompetent, and we ex- 
cept to Mr. FarreU's testimony as to the correctness of the 
figures therein set forth or to their substantial accuracy. 

By Mr. Dickinson : 

Q. Mr. Farrell, do you know anything about any allot- 
ment to the Carnegie Steel Company on or" about January 27, 
1903, under the hoop and cotton tie pool? 

A. No, sir. 

Q. Do you know of any allotment under that pool for that 
period or thereabouts, to any of the subsidiaries of the United 
States Steel Corporation? 

A. No, sir. 

Q. I will ask you, Mr. Farrell, from your knowledge of 
the iron and steel business, acquired as you have testified, 
what the following means: I am reading from a meeting of 
January 27, 1903, minutes of the Carnegie Steel Company, 
Volume II of Grovernment Exhibits, page 482, a statement 
credited to Mr. Bope: 

"We have sold 1,200,000 bundles of cotton ties, although 
the market has been open only two weeks. Last year our 
total sales amounted to 1,300,000 bundles, but our allotment 
has been increased this year. However, we have sold the 
bulk of our ties for this season, and will hold up the remainder 
for a better price." 

Q. What does that mean — "our allotment has been in- 
creased this year"? 

A. I have no information on the subject. 

Q. Could it mean anything else except that there was 
an agreement at that time among competitors under which 
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the Carnegie Company had an allotment which had been 
increased that year? 

A. I would not express an opinion on a matter that I know 
nothing about. 

Q. I will read to you from Volume 3 of the 'Grovernment 
Exhibits, page 9'21, from the minutes of the Carnegie Steel 
Company, as follows : 

"American Steel Hoop Company. Mr. Corey" 

What position did Mr. Corey hold at that time in the 
Carnegie Company! He was president, was he not? 

A. I think so. 

Q. (Beading) : 

"Mr. Coeey: I find that the Steel Hoop Company had an 
agreement with the Illinois Steel Company to pay them $150,- 
000 per year to stay out of the cotton tie business. Mr. Pres- 
ton tried to have the contract cancelled the first of April, 
but failed, and agreed to continue it for the remainder of 
this year. I took the matter up again this week, taking the 
stand that all contracts were abrogated between the constitu- 
ent companies as of July 1. President Schwab agreed with 
me, so that we succeeded in having that agreement can- 
celled." 

Do you know anything about that contract? 

A. I have no information on the subject. 

Q. Who was the Mr. Preston there referred to ? 

A. Mr. Preston was formerly connected with one of the 
hoop companies that went into the American Steel Hoop 
Company. 

Q. Did he have any connection with it after it went into 
the Corporation? 

A. With what? 

Q. The United States Steel Corporation. 

A. He was at one time third vice-president. 

Q. Of the United States Steel Corporation? 

A. Yes. 

Q. What is his name? 

A. Veryl Preston. 

Q. I believe you testified on your direct examination about 
the cotton tie business not being profitable. 

A. Yes, as compared with other commodities. 
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Q. Do you mean to say that they were not made at a 
profit? 

A. No, I didn't say so. 

Q. There were other things that you made more on; that 
was what you meant? 

A. Yes, that was the idea. 

Q. There was introduced in evidence during your testi- 
mony Defendants' Exhibit 46, entitled "American Steel and 
Wire Company, total shipments," as covering the year 1900 
and the year 1911. I will just show that to you, to identify 
it. (Handing paper to witness.) 

What was the total number of tons of wire, bright and 
annealed, produced in the United States, both for domestic 
and foreign business for the year 1899? 

A. I do not recall. 

Q. For the year 1900? 

A. The same answer. 

Q. For the year 1910? 

A. What was the question? 

(The pending question was repeated by the stenographer, 
as referring to the year 1910.) 

The Witness : I have no recollection. 

By Mr. Dickinson : 

Q. 1911? 

A. The same answer. 

Q. If I should repeat that same question to you for all 
of the other items which appear on this Exhibit 46, would 
your answer be the same? 

A. The same answer. 

Q. Could you give those figures that I have called for, 
for either of those years, with substantial correctness? If so, 
please give them. 

A. I would not attempt to do it; I would not attempt to 
carry that mass of figures in my mind. 

Q. Could you give figures that you would say were ap- 
proximately correct? 

A. No. 

Q. What was the total tonnage produced by the American 
Steel & Wire Company, both for domestic and foreign busi- 
ness, for the year 1899, in wire, bright and annealed? 
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A. I don't recall. 

Q. The same question for the years 1900, 1910 and 1911. 

A. I do not recall, without having the document in from 
of me. 

Q. This document does not show that. I am calling for 
knowledge other than this. I want to get some information 
on my own account. If I should repeat these same questions 
to you for each of said years in respect of all of the other 
items appearing upon this exhibit, would your answer be the 
same? 

A. Yes. 

Me. Lindabuey : I understood you to say that that informa- 
tion does not appear on the exhibit. I am a little puzzled to 
understand it. 

Mr. Dickinson: These figures I am calling for do not ap- 
pear here, but I mean the different articles. Perhaps you 
did not understand my question. 

Me. Lindabuey: If the witness understands it, it does not 
matter whether I do or not. 

Me. Dickinson: Did you understand it, Mr. Farrell? 

The Witness : Yes, I understood your question. 

By Me. Dickinson : 

Q. Now, then, could you give as to each or any of these 
articles, for either of these years, figures substantially or 
approximately correct? 

A. I would not attempt to do it. 

Q. Have you any independent memory or knowledge that 
would enable you to give such figures ? 

A. I would not attempt to carry in my mind the figures 
over a long period of years for a great many commodities, 
tonnages, and so forth. 

Q. You understand that I mean for domestic and foreign, 

do you? 

A. Yes. 

Q. Now, for each of said products for each of said years 
embracing both foreign and domestic trade, can you give the 
percentages of the total production produced by the Ameri- 
can Steel & Wire Company, as compared with the entire pro- 
duction in each of them, for the United States, for each of 
said years? 
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A. No. 

Q. Could you give it substantially or approximately cor- 
rectly? 

A. I would not attempt to. 

Q. And you have no such general knowledge or informa- 
tion of the trade and the business as would justify you in 
answering that? 

A. No. 

Q. Mr. Farrell, will you give the percentage of the do- 
mestic trade produced by the American Steel & Wire Com- 
pany in each of said products for each of said years as com- 
pared with the entire production in the United States in 
each of said products for each of said years ? 

A. No, sir. 

Q. Can you give it approximately? 

A. As compared with the country's production? 

Q. Yes. 

A. I would not attempt to. 

Q. You have no such general knowledge then and informa- 
tion of the trade as would warrant you in undertaking to 
answer that question? 

A. I would not attempt to answer the question. 

Me. Dickinson : Will you read my previous question. 

(The question was repeated by the stenographer, as fol- 
lows:) 

Q. Mr. Farrell, will you give the percentage of the do- 
mestic trade produced by the American Steel & Wire Com- 
pany in each of said products for each of said years as com- 
pared with the entire production in the United States in each 
of said products for each of said years? 

By Mb. Dickinson : 

Q. Add for the domestic trade. Would that change your 
answer? 

A. No. 

Me. Dickinson : I except to Exhibit 46 on the ground that 
it is secondary testimony, based on hearsay, incompetent, and 
to the testimony as to those figures given by Mr. Farrell. 
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By Me. Dickinson : 

Q. You were examined in regard to Exhibit 48, which was 
introduced in evidence, entitled — I will just show it to you 
to show you what it is (handing witness paper). 

A. Yes. 

Q. State just what part you took yourself in the prepara- 
tion of this exhibit or in the verification of it? 

A. It was taken and prepared by Mr. Perley, one of my 
assistants, and checked over by myself from the American 
Iron & Steel Association Directory. 

Q. For what year? 

A. 1908 Directory with 1910 and 1912 supplements up to 
December 31st, 1911. 

Q. Now you say that you checked it up, that is to say 
that you checked this paper up by the directory? 

A. I went over the directory in a general way and saw 
the names of the companies and the character of the busi- 
ness they were in. 

Q. Was that before or after the preparation of this paper? 

A. After. 

Q. So after this paper was prepared 

A. I went over the directory and looked the names over. 

Q. And checked off these names with the directory? 

A. I did not take a pencil and check them off. 

Q. But you had somebody 

A. No ; I went over it myself. 

Q. With the directory? 

A. Yes. 

Q. And after it was made? 

A. Yes, sir. 

By Me, Dickinson : 

Q. The original base of this was Swank's Directory! 

A. Yes, sir ; the American Iron & Steel Association. 

Q. And this is taken from that? 

A, Yes. And the supplements to the directory. 

Q, And you say that after this was prepared you went 
over this with the directory? 

A. Yes; and then sent it to one of our vice president's 
offices and' had it checked over; to the office of Mr. Eeis. 
I think it was checked over by a young man in his office. 
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Q. Did you compare it with the original, with the Swank's 
Directory, after this was made up? 

A. Not after it came hack from that office. 

Q. But before you sent it to that office, after it was pre- 
pared? 

A. Pretty generally, 

Q. To what extent did you compare it? 

A. I did not take each name. There were a great many 
names there that I am familiar with, that I knew are in busi- 
ness; there are some concerns that appeared to be new com- 
panies. 

Q. As I understand, then, you first went over Swank's 
Directory and picked out some names? 

A. Mr. Perley prepared a statement. He gave me the 
statement and I looked over it. 

Q. And that is this statement! 

A. Yes ; and that statement was then sent to me. 

Q. I understand that you compared it with the original 
Swank's Directory? 

A. Pretty generally; not every item. 

Q. Not every item, but in the main? 

A. Yes. 

Q, And you sent it to be verified, and then it came back 
to you? 

A. Yes; I did not examine it further. 

Q. I will ask you, Mr. Farrell, if you are not mistaken 
about that. I call your attention to your testimony in the 
direct examination, pages 7429 and 7430 of the typewritten 
record, where the following questions were asked you? 

"By Me. DicKiirsoir: 

"Q. Let me finish with him. The part you had to do ia 
preparing was going over the directory and selecting certain 
names in that directory. Anything else? 

"A. That is all I had to do with it. I did not compile it 
or typewrite it. 

"Q. Or compare it after it was prepared? 

"A. I looked it over. 

"Q. I did not ask you if you looked it over. I asked you 
whether you compared it with any originals. 

"A. No; I did not." 



JAMES A. FARRELL. 4507 

Whicli one of these statements, to tlie best of your recol- 
lection now, is correct, — that you did not compare it or that 
you did compare it with the originals'? 

A. I should say that that was the more accurate state- 
ment, because I did not compare it carefully; and when the 
question was asked I considered that it would be necessary 
for me to say whether I had examined every name or not. 

Q. So now you say, then, that you did not compare it in 
a way that would justify you in saying that you did in answer 
to the question I asked you as to whether you compared it 
with any originals. 

A. I went over it in a general way, as I said, Judge, and 
then sent it to Mr. Beis's office for verification. Then I ac- 
cepted their statement. 

Q. Mr. Farrell, your testimony on this was based largely, 
was it not, upon information derived from Swank's Directory! 

A. Yes. 

Q. Could you, independently of that, state that from your 
own knowledge of the steel business, the amount of tonnage 
that is put on the market and the competition the Steel 
Corporation meets with in the sale of bars, regardless or ir- 
respective of what was shown in Swank's Directory, that 
these figures here are correct? 

A. I know a great many of the companies in a general 
way, and their capacity; but I would not attempt to be ac- 
curate upon that. 

Q. My question is whether or not, independently or ir- 
respective of the statistics shown in Swank's Directory, you 
could say that the figures given here as to comparative per- 
centages of the production of the Corporation and of the com- 
petitive manufacturers, both in iron and steel, are substanti- 
ally correct. Now, I am asking independently of the informa- 
tion you derive from Swank's Directory. 

A. Only in a general way. 

Q. Then would you undertake to say, independently of 
the information you got from Swank's Directory, and from 
your general knowledge, independent of that, that these com- 
parative percentages are substantially correct? 

A. If the names of those companies were read to me, I 
could probably tell the character of their product, and about 
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what their capacity would be. I have not that statement 
before me. 

Q. Could you, without Swank's Directory, if the names 
of those companies had been given to you, have prepared 
this table showing the same substantial result as to percent- 
ages? 

A. No. 

Q. Then is it not based largely upon information you got 
from Swank's Directory? 

A. Yes, sir. 

Q. And you do not testify, as I understand you, to the 
substantial accuracy of these figures, independently of that 
information? 

A. No. They were taken from the official sources of the 
American Iron & Steel Association. 

Q. I will ask you if you were not mistaken in the answer 
that you gave to this question, and if your mind has been 
directly challenged to it, as it has been now by cross examina- 
tion, whether you would stand by this answer : 

"Q. What do you say, from your knowledge of the steel 
business, and of the amount of tonnage that is put on the 
market, and the competition the Steel Corporation meets with 
in the sale of bars, what do you say as to whether, in your 
judgment, and irrespective of the statistics shown in Swank':? 
Directory, the figures as to the comparative percentages that 
are shown here of the production of the Corporation and of 
the competitive manufacturers, both in iron and steel, are 
substantially correct?" 

"A, I should say that they are." 

A. I should say that they were. 

Q. Independent of the knowledge that you derive from 
Swank's statistics? 

A. From my general knowledge of the business. 

Q. And independent of that? 

A. I would not say independent of that. 

Q. That is what this question says. Instead of independ- 
ent, it says irrespective of the statistics shown in Swank's 
Directory. Now I will repeat the question. 

A. It is not necessary. 

Q. What is your answer? 
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A. No. 

Q. What do you mean by "no"? 

A. I mean that I would not attempt to give those figures 
in an accurate way without reference to Swank's Directory. 

Q. Do you stand by the answer given to that question in 
your direct examination? 

A. You might read it again. 

Q. (Reading.) "What do you say, from your knowledge 
of the steel business and the amount of tonnage as put on 
the market, and the competition the Steel Corporation meets 
with in the sale of bars, what do you say as to whether in 
your judgment, irrespective of the statistics shown in Swank's 
Directory, the figures as to comparative percentages that 
are shown here of the production of the Corporation and of 
the competitive manufacturers, both in iron and steel, are 
substantially correct?" 

"A. I should say that they are." 

Now, the question is, do you stand by that answer? 

A. Yes. 

Q. In all respects? 

A. Well, I do not know, in all respects. 

Q. Then do you stand by it ? If not, just explain to what 
extent you do not stand by it. 

A. Swank's Directory is a compilation of all the iron and 
steel manufacturers in this country. It is a book that is 
frequently referred to by everybody in the business, and aside 
from that, everybody in the steel business has a general knowl- 
edge of their competitors, their location, the character of 
their product and their output. 

Q. But the question is whether or not, irrespective of the 
statistics shown in Swank's Directory, you can state that these 
figures are substantially correct. 

A. Well, in answering that question I am uncertain in 
this way. I know in a general way what these companies 
produce, as I said ; their location and the character of their 
product.' Swank gets accurate figures, supposed to be ac- 
curate figures, from each manufacturer, as to their tonnage 
and output. I would not attempt to put my judgment or my 
figures against Swank's. 

Q. I am not asking you to put yours against Swank's, 
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but without regard to Swank, I ask you whether you can say 
that these figures, to your knowledge, irrespective of Swank '3 
statistics, are substantially correct. 

A. I do not know exactly how to answer that question. 

Q. I can not help you. 

A. I know, but I should say that they were substantially 
correct, 

Q. And basing your answer on information, irrespective 
of any information you derived from statistics, in preparing 
this paper? 

A. Well, I would say no. 
Q. In Volume 56, page 7,427 of your testimony, the follow- 
ing question was asked you: 

"Q. Have you had compiled from the American Iron & 
Steel Association statistics, that is the Swank statistics, as 
of December 31st, 1911, a list of the mills equipped to roll 
iron and steel merchant bars in the United States, other than 
those under the control of the Steel Corporation or its sub- 
sidiaries ? 

"A. I have. 

Now, that is this same Exhibit 48, is it not? 

A. Yes. 

Q. (Reading). 

"Q. And have you also had placed on that by the comp- 
troller's office the capacity of steel bars of the Steel Cor- 
poration? 

"A. I have. 

"Q. Have you examined that document (handing witness 
paper) ? 

"A. Yes; I went over it very carefully when it was com- 
piled. 

"Q. And are you satisfied that that is correct in all par- 
ticulars ? 

"A. I am. 

"Q. It was compiled under your direction, was it? 

"A. Yes. 

"Q. From the Swank statistics? 

"A. From the American Iron & Steel Association, Swank's 
Directory and statistics, and our own production from our 
own records, Mr. Filbert, our comptroller's records." 
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Do you say, independently of the knowledge derived by 
you from Swank's statistics, that you can say that you are 
satisfied that this paper is correct in all particulars? 

A. I would not attempt to say so. 

Q. Then, do you stand by these answers : 

"Q. Have you examined that document (handing witness 
paper) ? 

"A. Yes; I went over it very carefully when it was com- 
piled. 

"Q. And are you satisfied that that is correct in all par- 
ticulars? 

"A. I am." 

A. Satisfied because our comptroller compiled it, and it 
was compiled in his office and sent to me. I usually consider 
anything he sends me as accurate. 

Me. Severance: Which one are you talking about? 
Me. Dickinson: This same exhibit, 48. 
Me. Severance: Compiled by the comptroller? 
Me. Dickinson: Part of it was compiled by the comp- 
troller, yes. 

By Mr. Dickinson : 

Q. But irrespective of your faith in the comptroller's 
office, and irrespective of the statistics shown in Swank's di- 
rectory, could you say that you are satisfied it was correct 
in all particulars? 

A. I should consider that it was so. 

Q. Can you say that you know it to be so? 

A. No, sir. 

Mr. Dickinson : We except to Exhibit No. 48 as hearsay 
and secondary evidence, and except to the testimony of Mr. 
Farrell based upon that exhibit, as being hearsay evidence 
and secondary, and not based upon his own knowledge. 

By Me. Dickinson : 

Q. Now, Mr. Farrell, coming back to Exhibit No. 46, which 
I show you, you were asked in regard to a certain percentage 
in certain products which were produced by the American 
Steel & Wire Company for the year 1900. 

Me. Severance: What page? 
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Me. Dickinson : The testimony, page 7220. 

Q. (Continuing.) And the year 1911, and you gave some 
figures of percentages. Were those percentages based upon 
this table, exhibit 46, in regard to which I have already asked 
you? 

A. That was prepared in the comptroller's office, as I 
stated. 

Q. But I mean the percentages you gave were based, were 
they not, on this table as a basis ? 

Mr. Seveeance,:' I think his attention ought to be called 
to specific cases. I do not think he could answer that from 
knowledge, unless he knew what the questions were. 

Mr. Dickinson: If he wants me to do it. Do you want 
me to do it, Mr. Farrell? 

Mr. Seveeance: I submit it is only fair to the witness to 
let him know what the question is about, 

Mr. Dickinson: We have some different ideas in regard 
to fairness to the witness. I do not think I have been unfair. 
I have not tried to be. 

Mr. Severance : I will object to the witness being interro- 
gated along the lines proposed by Judge Dickinson unless 
the witness is informed as to the nature of the things he is 
asked about; for instance, whether he was asked about the 
percentage that the different items in this exhibit bear to 
the total production, or whether he was asked about the per- 
centage the product of the American Steel & Wire Company 
bears to the production of the country. They are two differ- 
ent matters, and he was asked about both, and I think it 
is fair to tell him what the questions are about. 

Mr. Dickinson : I do not think I have been unfair to Mr. 
Farrell. 

Mr. Severance : That is all I want. 

Mr. Dickinson: And when the questions are in doubt I 
have always given him an opportunity to explain. 

Me. Severance: Oh, yes, I am quite sure you have. 

By Mr. Dickinson : 

Q. What I asked you about was this: You were asked 
about percentages of the business of the country that was 
transacted in certain lines by the American Steel & Wire 
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Company in 1900, and you gave certain percentages. Do you 
recall that? 

A. Yes, sir. 

Q. What I am asking is whether or not those percentages 
were based upon the facts set forth in this Exhibit 46. 

A. No, sir. 

Q. They were entirely independent of this Exhibit 46? 

A. Yes. 

Q. I have asked you as to certain percentages produced 
by the American Steel & Wire Company, and also by all other 
producers in the United States for the domestic trade in the 
year 1900 and other years; do you recall that? 

A. Yes. 

Q. You could not give the tonnage, or anything approxi- 
mating it? 

A. No, I could not, and would not attempt to. 

Q. Without knowing the tonnages, how can you give the 
percentage? 

A. Well, from general knowledge of the trade and the 
number of concerns which were in the business about the time 
the Corporation was formed, and those that are in the busi- 
ness today, and the character of their product. 

Q. But can you give a percentage that is even approxi- 
mately accurate of a thing, without you know what the whole 
thing is, and then what part that percentage represents? 

A. By taking a list of the companies that were in the busi- 
ness — you are speaking of the wire business ? 

Q. Yes. 

A. And a list of the companies that are existing today, 
we could pretty well do it. 

Q. Where would you get those percentages? 

A. By taking and estimating the output of the company 
and figuring it up. 

Q. And of all the other companies? 

A. Yes. 

Q. You would have to have them? 

A. Yes, sir. 

Q. Then you would have to have the American Steel & 
Wire Company? 

A. Approximately. 
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Q. Then you would also have to have the amount sold in 
domestic trade by these other companies, would you not? 

A. Yes. 

Q. And the amount sold in foreign trade? 

A. Yes. 

Q. Did you have any figures showing that? 

A. No. 

Q. Were these estimates that you gave based upon figures 
or were they just mere guesses? 

A. No, they were not guesses; they were based upon an 
estimate that I made myself from a considerable amount of 
data which I collected. 

Q. Let us take wire, bright and annealed. 

Mr. Severance: What page is that? 
Mb. Dickinson : 7218, I believe. 

By Mr. Dickinson : 

Q. You were asked, were you not, for the year 1900, what 
percentage the American Steel & Wire Company produced 
of the total business of the country for that year, of all pro- 
ducers ? 

A. I was. 

Q. Did you mean merely domestic or domestic and foreign. 

A. Just the domestic. 

Q. Just domestic. Do you know what amount of the pro- 
duct of each of the producers of that kind of wire in the year 
1910 was made by the several companies not in the United 
States Steel Corporation? 

A. I had a list of all those companies. 

Q. What? 

A. I prepared a list of all those companies. 

Q. Giving the products of each? 

A. About their estimated capacities and products. 

Q. For the year 1900? 

A. I think so. If I could refer to my papers of course I 
could 



Q. Where did you get that? 

A. Sir? 

Q. Did you get it from Swank's statistics? 

A. No. 

Q. Where did you get it? 
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A. I got it from various sources. 

Q. Have you that paper? 

A. Yes. 

Q. Will you produce it, please! 

A. I think so. I can get that together after recess. Some 
of it is down stairs. 

Q. Very well, we will do something else, then. Did this 
list show the amounts sold by each of those companies in 
domestic and the amount sold in foreign trade? 

A. No. 

Q. If it did not show the amount sold in domestic trade 
how could you get a percentage, taking that list as a basis, 
of what the American Steel & Wire Company did that year 
in the domestic trade? 

A. Of course I had a lot of figures before me. 

Q. What figures did you have to give that information? 

A. The figures were largely compiled from different 
sources; some figures I got from different people with the 
American Steel & Wire Company. 

Q. Yes, but did those figures show the amounts sold by 
each of those companies outside of the Steel Corporation in 
domestic business and the amount sold in foreign business? 

A. No. They did not. They showed their estimated 
capacity. 

Q. What? 

A. Their estimated capacity. 

Q. Who estimated it? 

A. Various people in the business. 

Q. Did you estimate it? 

A. No, sir. 

Q. Then, so far as that is concerned, you took somebody 
else's estimate? 

A. I did. 

Mr. Dickinson: Then I except to Mr. Farrell's testimony 
as to the percentage of domestic business done by the Ameri- 
can Steel & Wire Company in wire, bright and annealed, for 
the year 1901, on the ground that it is hearsay and secondary, 
and the essential feature of it is based upon estimates made 
by others. 
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By Mb. Dickinson : 

Q. You did not see the figures on which they made their 
estimates 1 

A. No. 

Q. To the same questions would the same answers be 
given in regard to the estimates we have just been talking 
about in regard to wire, galvanized, tinned, coppered, and 
lacquer finished ? 

A. Yes. 

Q. The same in regard to cold rolled wire? 

A. Yes. 

Mb. Dickinson: Then we except to the estimates given 
by Mr. Farrell, for the same reason as stated above. 

By Mb. Dickinson : 

Q. Were any of these estimates that were given by you 
of the comparative amount of business done by the American 
Steel & Wire Company in domestic trade for the years 1900 
and 1911 based entirely upon data prepared by you or ex- 
amined by you? 

A. No, sir. 

Q. Then in all of these estimates which you gave there 
is involved the element of estimates which you took from 
others based upon data which you did not have before you? 

A. Substantially. 

Mb. Dickinson: Then we except to all of Mr. Farrell 's 
testimony given in respect to these estimates as being based 
upon secondary evidence and an essential element of the 
result being derived from information given by others and 
from original sources which he did not examine. 

Q. Please look at the first column of Exhibit 46, under 
the heading, "net tons", and state whether the aggregates 
given there for the seven articles represent the shipments of 
the American Steel & Wire Company merely in domestic 
trade or both in domestic and export trade ? 

A. I would like to see it again. 

Q. Here it is (handing paper to witness). 

A. I should say that was their total shipments. 

Q. Both domestic and foreign? 
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A. Yes. 

Q. Would you say the same as to the column for the year 
1911, under the head "net tons"? 

A. Yes, sir. 

Q. How did you get your information in regard to this 
tonnage, Mr. Farrell? 

A. From the Comptroller's office; from the office of Mr. 
Filbert. 

Q. And not from your own investigations or calculations ? 

A. No. I am familiar with the business, of course. He 
compiled the figures. 

Mb. Dickinson : In addition to the foregoing exception to 
Defendants' Exhibit 46, an additional exception is entered to 
the information given and testified to by Mr. Farrell in re- 
spect of the columns above referred to, as being secondary 
and hearsay, and incompetent. 

(Whereupon a recess was taken until 2 o'clock p. m.) 

AFTEE RECESS. 



JAMES A. FAEEELL, 

the witness under examination at the taking of recess, re- 
sumed the stand. 

CROSS EXAMINATION (Continued) : 

By Mr. Dickinson : 

Q. Mr. Farrell, I show you the "Statistics of the Ameri- 
can and Foreign Iron Trade for 1899," Defendants' Exhibit 
No. 17. 

Mb. Sevebanob: What book is that? 

Mb. Dickinson: It is for 1899; the volume for 1900. 

Me. Severance : What exhibit is it? 

Me. Dickinson: It is Defendants' Exhibit No. 17. 

Me. Seve(eance: It has not been printed? 

Me. Dickinson: No. 

Mb. Colton: Under an arrangement that such parts 
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should be printed as either side should call for. We are 
going to get Mr. Farrell to read it in, because we have not 
got it in before. 

By Mb. Dickinson : 

Q. I will ask you, Mr. Farrell, to turn to pages 38 and 
39 of this Defendants ' Exhibit No. 17, and just read into the 
record, so that the stenographer can take it down, the intro- 
duction at the bottom of page 38 and the top of page 39, and 
the table on page 39. 

A. I read first from the bottom of page 38 of the "Sta- 
tistics of the American and Foreign Iron Trade for 1899": 

"Exports op Iron and Steel. 

"We are indebted to the Bureau of Statistics of the 
Treasury Department for the quantities and values of our 
exports of iron and steel in the calendar years 1898 and 1899 
as follows. These statistics are given by the Bureau with 
more than usual fullness: 

1898 1899 

Articles — Gross tons Quantities Values Quantities Values 

Pig iron: ferro-mang. 

Gross tons 3,700 $155,299 13 $816 

Pig iron: all other. 

Gross tons 249,357 2,547,252 228,665 3,281,825 

Scrap and old, Gross 

tons 73,845 771,690 76,633 952,422 

Bar iron. Gross tons. 7,074 241,499 10,603 407,161 
Steel bars or rods, 

other than wire 

rods, Gross tons... 24,806 676,113 30,724 1,038,336 
Steel wire rods. Gross 

tons 18,510 390,144 16,992 524,466 

Iron rails, 'Gross tons. 8,311 101,109 6,442 96,135 

Steel rails. Gross tons. 293,592 5,838,464 271,272 6,122,382 
Billets, ingots, and 

Wooms, Gross tons. 28,600 544,771 25,487 533,241 
Hoop, band, and scroll. 

Gross tons 1,593 58,731 2,869 117,002 
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1898 1899 

Articles-Gross tons Quantities Values Quantities Values 

Iron sheets and plates, 

Gross tons 4,466 204,170 6,196 356,791 

Steel sheets and 

plates. Gross tons.. 27,075 787,245 50,635 1,690,490 

Tin plates and teme 
plates. Gross tons.. 46 5,510 133 14,279 

Structural iron and 
steel. Gross tons... 34,038 1,255,451 54,344 2,069,289 

Wire, Gross tons 74,666 3,036,818 116,317 5,526,930 

Cut nails and spikes. 
Gross tons 15,735 641,779 9,974 482,882 

Wire nails and spikes, 
'Gross tons 13,714 574,909' 33,517 1,667,976 

All other, including 
tacks. Gross tons... 2,094 264,390 2,076 289,797 

Car-wheels No. 21,721 124,069 26,924 163,323 

Castings, not else- 
where specified 780,830 1,348,133 

Cutlery 172,982 252,156 

Fire-arms 641,005 892,620 

Locks, hinges, and 
other h'dware 4,308,799 5,464,913 

Saws 232,095 231,837 

Tools, not elsewhere 
specified 2,404,327 3,246,780 

Electrical machinery 2,523,644 3,145,838 

Metal-working ma- 
chinery 5,741,750 6,840,924 

Printing presses, and 
parts of 843,688 1,037,644 

Pumps and pumping 
machinery 2,300,811 3,016,645 

Sewing machines 3,062,471 4,103,828 

Shoemaking machin- 
ery 939,671 961,736 

Fire engines No. 7 6,588 4 21,848 

Locomotive engines, 
No 576 5,190,782 484 4,767,850 
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1898 1899 

Articles — Gross tons Quantities Values Quantities Values 

Stationary engines, 

No.. 522 352,668 873 494,939 

Parts of engines and 

boilers 1,145,508 1,439,363 

Typew'g machines, 

. and parts of 2,077,250 2,776,363 

All other machinery 16,413,893 19,721,191 

Pipes and fittings 4,595,451 6,763,396 

Safes No. 1,542 106,085 2,766 164,710 

Scales and balances 328,940 487,113 

Stoves, ranges, and 

parts of 449,007 524,324 

AH other manufac- 
tures 9,933,992 12,659,383 



Total $82,771,550 $105,689,077 

Agricult. implements, 

additional $9,073,384 $13,594,524 

Iron ore, Gross tons.. 31,579 67,548 40,665 76,287 



By Me. Dickinson : 

Q. Now I hand you this Defendants' Exhibit No. 17 and 
ask you what years the table covers. 

A. 1898 and 1899. 

Q. Can you give, of your general knowledge of the iron 
and steel trade and business conditions, the amount of exports 
in pig iron, ferro-manganese and pig iron taken altogether, 
for the year 1896? 

A. No, sir. 

Q. Could you for the year 1897? 

A. No, sir. 

Q. Could you say, Mr. Farrell, whether for either or both 
of those years the amount was greater or less than it was 
for 1898? 

A. I should say that it was greater. 

Q. Greater when? 

A. In those years — in 1898 and 1899. 
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Q. You say it was greater in 1898 and 1899? 

A. That is my recollection. 

Q. Greater than it was for 1896 or 1897? 

A. Yes. 

Q. How would you compare 1897 and 1896, from your 
knowledge? 

A. I have no recollection of them. 

Q. Take steel bars or rods, other than wire rods. Can you 
state, independent of Swank's statistics, from your general 
knowledge of the trade and business, whether 1896 exceeded 
or was less than 1897? 

A. I do not recall. 

Q. You have no recollection or knowledge in regard to 
that? 

A. No, sir. 

Q. What would you say as to the comparative quantities 
exported for the articles just named in 1898 as compared 
with 1896 or 1897? 

A. I have no knowledge of that. 

Q. Would you give the same answer in regard to 1899? 

A. Yes, sir. 

Q. If I should repeat those questions, Mr. Farrell, com- 
paring the quantities for those several years, and making 
Ihem applicable to steel rails, billets, ingots, blooms, hoop, 
band and scroll, steel sheets and plate, structural iron and 
steel and wire, what would you say as to them, respectively? 

A. I would make the same answer. 

Q. If I should ask you for the same comparisons for the 
same commodities as between the years 1899 and 1900, would 
your answer be the same? 

A. Yes. 

Q. And the same as between 1900' and 1901? 

A. Yes; the same answers. 

Q. And the same as between 1901 and 1899? 

A. Yes. 

Q. Taking for the several products named the years 1900 
and 1901, can you give from your general knowledge of the 
business of the trade an approximation of the quantities of 
each 'of these several articles or any of them which were ex- 
ported during those several years, respectively? 
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A. I would not attempt to carry the mass of figures in my 
mind. 

Q. And you would not attempt to state even an approxi- 
mate figure? 

A. No, sir. 

Me. Dickinson : Now we offer in evidence page 35 of the 
statistics of the American Ir'on & Steel Trade of 1898, for 
1896 and 1897, beginning with the words "Exports of iron 
and steel," and going through the table on that page, and I 
ask Mr. Farrell to read it. 

(The extract referred to, so offered in evidence, was 
marked "Government Exhibit No. 427," and will be found in 
the volume 'of exhibits.) 

The Witness : I read from page 35 of Government Exhibit 
427 as follows: 

EXPORTS OF lEON AND STEEL. 

We are indebted to the Bureau of Statistics of the Treas- 
ury Department for the quantities and values of our exports 
of iron and steel in the calendar years 1896 and 1897, as fol- 
lows : 

1896 1897 

Quantities Values Quantities Values 

'Pig iron all kinds. 

Gross tons 62,071 $ 943,022 262,686 $3,269,010 
Bar iron, Gross tons 3,505 168,680 4,493 150,897 
Band,hoop,scroll, iron. 

Gross tons 268 12,303 1,424 44,754 

Steel bars, rods, etc. 

Gross tons 8,855 281,569 39,167 1,066,083 
Cut nails and spikes, 

Gross tons 10,584 458,758 15,077 670,709 
Wire nails, tacks, etc. 

Gross tons 4,270 362,291 8,960 550,654 
Iron plates and sheets 

Gross tons 770 48,905 4,045 175,799 

Steel plates and sheets 

Gross tons 1,850 96,568 5,074 173,567 
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Iron rails, Gross tons 628 18,581 5,413 95,520 
Steel rails, " 72,503 1,712,716 142,808 2,949,901 
"Wire, " 38,043 1,788,095 53,075 2,353,829 
Car-wheels, No. 15,644 103,607 21,973 136,852 
Fire engines *' 5 15,290 3 1,169 
Locomotives " 312 2,980,278 348 3,055,842 
Stationary engines " 316 265,882 546 359,698 
Castings, not else- 
where specified 952,382 862,208 

Cutlery 187,805 164,250 

Fire-arms 733,663 661,366 

Builders' hardware 3,787,680 4,027,757 

Machinery 18,311,726 22,122,888 

Printing presses, and 

parts of 530,658 743,221 

Saws and tools 2,352,572 2,377,325 

Scales and balances 377,466 368,831 

Sewing machines, and 

parts of 3,051,168 3,193,136 

Boilers and parts of 

engines 614,788 695,267 

Stoves, and parts of 304,123 360,847 

Other iron and steel 

manufactures 8,209,642 12,105,870 



Total $48,670,218 $62,737,250 

Agricult. implements, 
additional $ 4,643,729 $ 5,302,807 

Q. You have that before you? 

A. Yes. 

Q. I would like also to have you have before you the vol- 
ume for 1899, and for 1898, which is page 39? 

A. Yes. 

Q. Do the tables shown you show the exports of pig iron, 
ferro-manganese, pig iron ; all other in gross tons, exported, 
for the years 1897, 1898 and 1899? I ask first if it shows 
them, and then I will ask you further about them. 
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A. Well, the description is different in each year, because 
the description is different in 1897 from the description in 

1899. 

Q. Take pig iron, f erro-manganese ; do the tables show 
the comparative quantities exported as to that product for 
the years 1898 and 1899? 

A. Yes ; it shows two items. 

Q. What was the quantity exported in 1898? 

Mb. Severance: Which are you speaking of — f erro-man- 
ganese? 

Mr, CoiiTON : Both. 

The Witness: The quantity of f erro-manganese or the 
quantity of pig iron? 

By Mb. Dickinson : 

Q, I thought you said pig iron, ferro-manganese were 
together. 

A. They are two separate items here. 

Q. Are they shown there separately or together? 

A. Separately. 

Q. Give me pig iron for the year 1897, exported, under 
the heading of pig iron and all other? 

A. 250,501 tons. 

Mb. Severance: That does not tally with my book here. 

The Witness: I have four books here. 

Mr. Dickinson : 257,501. 

The Witness : I do not know which is which here. 

Mb. Severance: This book which I have shows pig iron, 
all kinds, in 1907, 262,686. 

Mb. Dickinson: Mine shows 257,501. 

The Witness: What book are you looking at? 

Mr. Dickinson : I am looking at a copy from the books. 

Mr. Severance: I would like to have you explain your 
data from which your table was made up. 

Mr. Dickinson : This is just my data here. 

By Mr. Dickinson : 

Q. Is there anything there which shows the two kinds 'of 
pig iron exported for 1898? 

A. There are two items here, yes. 

Q. What is the aggregate of them? 
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Mr. Seveeance: Do you mean to add ferro-manganese in? 
Mb. Dickinson : Yes, the two items tliere that lie speaks of. 

By Mb. Dickinson : 

Q. Are they separate or together? 

A. Separate. 

Q. Give them, then, separately. 

A. Pig iron, ferro-manganese, 3,700 tons; pig iron, all 
other kinds, 249,357 tons. 

Q. That is for 1898? 

A. Yes. 

Q. Now, for 1899 what were they? 

A. Thirteen tons of pig iron, ferro-manganese, and pig 
iron, all other kinds, 228,665. 

Q. Look for the year 1900, and see what they were. 

Me. Severance: I do n'ot see any quotation of that kind. 
What page is that? 

By Mb. Dickinson : 

Q. That is the pig iron? 

Mb. Colton : Page 22 of the book for 1902. 

By Mb. Dickinson : 

Q. What is the pig iron for that year, Mr. Farrell? 

A. 1899? 

Q. No, for 1900. 

A. 286,687 tons. 

Q. That is both together, is it not? 

A. Well, it just says pig iron; I do not know, these sta- 
tistics seem to be rather 

Me. Seveeance: He is merely reading from Swank's star 
tistics, subject to any objection that may properly lie to them 
as to their competency. 

By Mb. Dickinson : 

Q. What is it for 1901? 

A. 81,211 tons. 

Q. And for 1902? 

A 27 487 tons. 

Q Then, for 1900, the year before the Corporation was 
formed, the'export in that article was 286,655 tons, was it? 
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A. No, 286,687 tons. 

Q. And for the first year of the formation of the Corpora- 
tion it was 81,211? 

A. Yes. 

Q. And for the second year it went down to 27,487, is that 
correct? 

A. Well, the figure was 27,487. 

Q. Yes ; I thought I said that. 

A. You said it went down. 

Q. Well, that is down, is it not, from 81,000? 

A. They might have been exporting something else made 
from pig iron. 

Q. And according to Swank's statistics, contrasting those 
figures for that year, it did go down, did it not? 

A. Yes. 

Mb. Sevbeance: Objected to as immaterial, because the 
testimony shows that the Corporation was not a seller, in 
those days, of pig ifon, or an exporter. 

By Mb. Dickinson : 

Q. I will get something that it was exporting. Now come 
down to steel bars or rods other than wire rods. 

Me. Colton: It is given, bars or rods of steel, not wire 
rods. 

Me. Dickinson: Well, bars or rods other than wire rods. 

Me. Colton: Yes. 

Mb. Seveeance: Is that the way it is printed? 

Me. Colton: Page 22. 

The Witness: Page 22 of the 1902 statistics. 

By Me. Dickinson : 

Q. Which one have you got? 

A. Page 22. 

Q. Of what statistics? 

A. 1902. 

Q. That includes what years? 

A. 1899, 1900, 1901 and 1902. 

Q. Now take 1899; what was the quantity of exports? 

A. Bars or rods of steel, not wire rods? 

Q. Yes. 
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A. 1899, 30,429. 

Q. What was it in 1900? 

A. 81,366 tons. 

Q. That was the year before the Corporation was formed? 

A. Yes. 

Q. Now what was it for the next year that the Corporation 
was formed? 

A. 27,397 tons. 

Q. And what was it for 1902? 

A. 9,300 tons. 

Q. Come down to steel rails ; take the same years and give 
the quantity exported. 

A. 1899? 

Q. Yes. 

A. 271,272 tons. 

Q. 1900? 

A. 356,245 tons. 

Q. 1901? 

A. 318,055 tons. 

Q. And for 1902? 

A. 67,455 tons. 

Q. Now take billets, ingots and blooms for the same years, 
beginning with 1899? 

A. 1899, 25,487 tons. 

Q. 190O? 

A. 107,385 tons. 

Q. 1901? 

A. 28,614 tons. 

Q. 1902? 

A. 2,409 tons. 

Q. Now hoop, band and scroll, for the same years? 

A. 1899, 2,869 tons. 

Q. 1900? 

A. 2,976 tons. 

Q. 1901? 

A. 1,561 tons. 

Q. 1902? 

A. 1,674 tons. 

Q. Take steel sheets and plates for the same years. 

A. 1899, 50,635 tons. 
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Q. Go on, for 1900? 

A. 45,534 tons. 

Q. 1901? 

A. 23,923 tons. 

Q. 1902? 

A. 14,866 tons. 

Q. Come down to structural iron and steel for 1899? 

A. 1899, 54,244 tons. 

Q. 1900? 

A. 67,714 tons. 

Q. 1901? 

A. 54,005 tons. 

Q. 1902? 

A. 53,859 tons. 

Q. Take wire for 1899? 

A. 116,317 tons. 

Q. 1900? 

A. 78,114 tons. 

Q. 1901? 

A. 88,238 tons. 

Q. And 1902? 

A, 97,843 tons. 

Q. Does that table include all of the leading products of 
ir'on and steel for those years? 

A. Yes; the leading articles. 

Q. Now give me the total iu all of the leading articles you 
say are set out in that table, exported for the year 1899? 

A. 942,689 tons. 

Q. And for 1900? 

A. 1,154,284 tons. 

Q. For 1901? 

A. 700,857 tons. 

Q. For 1902? 

A. 370,805 tons. 

Q. In 1893, I believe, Mr. Farrell, you stated you became 
the general manager of the Pittsburgh Wire Company? 

A. Yes. 

Q. You testified on page 6983, as follows: 

"Q. Have you not at all times since you became the sell- 
ing agent of the Pittsburgh Wire Company, many years ago. 
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been in constant touch with the market for iron and steSl pro- 
ducts throughout this country and during most of that time 
throughout the world?" 

Now, that would go back anterior to 1893, would it not, 
from the time you became the selling agent of the Pittsburgh 
Wire Company? 

A. From about 1893. 

Q. So that from 1893 in your judgment you have been in 
constant touch with the market for iron and steel products 
throughout this country and during most of that time through- 
out the world? 

A. Is that my answer? 

Q. The answer is, "I have always kept in touch with the 
market, both here and abroad, because it was necessary t'o 
have a knowledge of the conditions here as well as the condi- 
tions abroad, in order to intelligently operate in the foreign 
business." 

Now turn to Government Exhibits, Volume V, part 1, page 
1622. Can you state from your general knowledge acquired 
in the way indicated in your last answer what was the trend 
of the market for Bessemer Steel rails as compared between 
the last four months of 1895 and the year 1896? 

A. I would not attempt to recall the figures or the dates. 

Q. Without recalling any exact figures for any particu- 
lar period would you attempt to say, in comparing those 
periods, as to what the trend of the market was, whefher it 
was up or whether it was down, or what? 

A. No. 

Q. How about comparing 1895 to 1897? 

A. No. 

Q. How about comparing 1895 with any of the subsequent 
years down to and including 1900? 

A. No. 

Q. Comparing 1896 with 1895, and severally with the sub- 
sequent years down to and including 1900? 

A. No. 

Q. The same question as to 1897 ? 

A. No. 

Q. The same as to 1898? 

A. No. 
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Q. And the same as to 1899? 

A. No. 

Q. If I should ask you, Mr, Farrell, the same questions 
for the same comparisons of periods in respect of steel heams, 
would your answers be the same? 

A, The same replies. 

Q. And the same as to tank plates? 

A. The same. 

Q, And the same as to steel bars? 

A. The same. 

Q. And the same as to black sheets? 

A. Yes. 

Q. And the same as to plain wire? 

A. Yes. 

Q. And the same as to wire nails? 

A. Yes, sir. 

Q. And the same as to ore? 

A. The same. 

Q. The various Mnds of ore? 

A. Yes. 

Q. The same as to tin plates? 

A. The same. 

Q. Mr. Farrell, can you give us any figures that are sub- 
stantially correct as to the range of prices in any of those 
products prior to the time of the formation 'of the Corpora- 
tion? 

A. I have no recollection on the subject. 

Q. Can you give, from your general knowledge, any in- 
formati^on? 

A. I have no recollection. 

Q. In tons, what were the requirements for steel of the 
International Harvester Company for the year 1899? 

A. I do not recall. 

Q. State what were the requirements of the International 
Harvester Company for the year 1903 in tonnage in steel? 

A. It was understood in the trade that the requirements 
of the International Harvester Company were about 150,000 
tons a year. 

Q. Do you know when the International Harvester Com- 
pany was formed? 
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. A. 1902. 

Q. What were the requirements in steel in tonnage 'of that 
company for 1902? 

A. I cannot state definitely, but it was generally under- 
stood in the trade that they were using about 150,000 tons a 
year. I do not recall whether we had a good crop that year 
or a bad crop; but if they had a good crop, they would use 
more than if the times were bad. 

Q. Take 1905 : What were their requirements in tonnage 1 

A. About the same. 

Q. What would you say as to 1906, 1907 and 1906? 

A. I would say that they were about the same; because 
about that time they built a rolling mill and rolled a great 
deal of tbeir own material, — the Wisconsin Steel Company. 

Q. About wbat time did they build their rolling mill? 

A. I could not say definitely. It was within that period. 

Q. You mean what period? I do not want to mislead you. 

A. Between 1902 and 1909. 

Q. Can you not give it any nearer than that? 

A. No. 

Q. You cannot give it any nearer? 

A. No ; I would not attempt to. I could probably give you 
the exact date, but I do not want to be too specific. 

Q. Somewhere between 1902 and 1900 they built their own 
mill? 

A. They built a steel works. 

Q. What proportion of their steel did they make after that 
that they consumed? 

A. I have no recollection. Their business constantly in- 
creased, and they bought about the same in the open market 
all the time, and produced their own surplus. 

Q. Then, not knowing when they built that mill, can you 
give, for any particular year prior to 1909, the amount of 
tonnage in steel that that company required? 

A. I would not attempt to do it. 

Q. Or the amount that they got for any particular year, 
from outside sources? 

A. No. You see it depends a good deal upon the elastic- 
ity of their own production. 

Q. Do you know what other producers of steel in the 
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TJnited States sold to the Harvester Company other than the 
subsidiaries of the Steel Corporation? 

A. Yes. 

Q. State what they were? 

A. Jones & Laughlin and the Republic Iron & Steel Com- 
pany. 

Q. Those two. 

A. Yes. 

Q. Any others. 

A. Jones & Langhlin generally got the business; we do 
not generally get very much business from the Harvester 
Company. 

Q. Do you know the amount that Jones & Laughlin and 
the Republic Iron & Steel Company sold to the Harvester 
Company in any one of the years? 

A. No, sir; I do not. 

Q. Now, which of the subsidiaries of the United States 
Steel Corporation sold steel to the Harvester Company, for 
any of the years from the time of its formation down to 1909, 
inclusive? 

A. The Illinois Steel Company sold about 58,000 tons (Tar- 
ing that period, and the Carnegie Steel Company about 25,000 
or 26,000 tons, approximately in that period. In that period 
we sold them about 80,000 tons, at the same time they sold 
about 870,000 tons to the Harvester Company's competitors. 

Q. Who sold to them? 

A. Our subsidiaries sold to the competitors of the Har- 
vester Company about that tonnage in that same period that 
we sold about 80,000 tons to the Harvester Company. 

Q. Which of the subsidiaries did that? 

A. The Illinois Steel Company and the Carnegie Sfeel 
Company. They sold these eastern firms like the Adriance 
Piatt Company at Poughkeepsie and a concern at Hoosac 
Falls. 

Q. That is part of the Harvester Company? 

A. No. 

Q. I want to know which of the subsidiaries of the United 
States Steel Corporation sold steel to the Harvester Company 
during the period we have talked about. That is, from 1901 
down to 1909, inclusive? 
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Mb. Severance : He has answered that, Judge. 
Mk, Dickinson: I don't know whether he has. If he has, 
I have forgotten it. 

By Me. Dickinson : 

Q. "Which were they? 

A. The Illinois Steel Company sold about 58,000 tons. 

Me. Sbveeanoe: He did not ask you for the amounts, just 
the names. 

The Witness: The Illinois Steel Company and the Car- 
negie Company. 

By Mk. Dickinson : 

Q. And no other subsidiaries sold them steel? 

A. The American Steel & Wire Company sold them wire 
for making springs, bottom springs, and springs of various 
kinds. 

Q. Did any others of the subsidiaries sell them steel? 

A. The American Sheet and Tin Plate Company sold them 
steel for making harvester bottom plates, close annealed. 

Q. When you gave the total tonnage of steel sold to them, 
did you include the total tonnage of steel sold by all of these 
subsidiaries? 

A. No, sir. 

Q. What did you include? 

A. I included the products sold by the Illinois Steel Com- 
pany and the Carnegie Steel Company. 

(Thereupon an adjournment was taken until Monday, 
May 26th, 1913, at 10:30 o'clock a. m.) 
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